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ABSTRACT 

If educational finance includes the acts of raising, 
allocating, and using resources for educational purposes, it is difficult to 
think of a schooling activity that is not simultaneously a fiscal activity. 
When conceptualized along these lines, issues of school finance are as 
relevant to principals and classroom teachers as they are to state-level 
policymakers, superintendents, and business officials. This volume embraces 
this broad concept of educational finance and examines numerous instances of 
fiscal policy that have bearing on or take place within states, districts, 
and schools . The monograph contains 38 articles that collectively provide an 
overview of school finance in the United States and Canada. It serves two 
purposes. The first is to provide a report on recent school finance 
developments in the states and provinces. Thus, the monograph serves as an 
update of the comprehensive Public School Finance Programs of the United 
States and Canada. Second, it facilitates the exchange of ideas among 
policymakers and researchers. The authors are experts in their fields, each 
of whom offers a unique perspective on educational finance issues in their 
state or province. Because the views are those of the authors, the articles 
may provoke discussion and debate, and, hopefully, influence policymaking. 
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Forward 



If educational finance includes the acts of raising, allocating, and using resources for 
educational purposes, it is difficult to think of a schooling activity that is not simultaneously 
a fiscal activity. When conceptualized along these lines, issues of school finance are as 
relevant to principals and classroom teachers as they are to state-level policymakers, 
superintendents, and business officials. This volume embraces this broad concept of 
educational finance and examines numerous instances of fiscal policy that has bearing on or 
takes place within states, districts, and schools. 

The volume is the eighth annual publication of the American Educational Research 
Association’s Fiscal Issues, Policy, and Education Finance Special Interest Group. 

The monograph contains thirty-eight articles that collectively provide an overview of school 
finance in the United States and Canada. The monograph serves two purposes. The first is to 
provide a report on recent school finance developments in the states and provinces. To this 
end, the monograph serves as an annual update of the more comprehensive Public School 
Finance Programs of the United States and Canada . Secondly, the monograph facilitates the 
exchange of ideas among policymakers and researchers. The authors are experts in their 
field, each of whom offers a unique perspective on educational finance issues in their state or 
province. Because the views are those of the authors, the articles may provoke discussion and 
debate. There would be nothing so satisfying than if the monograph influenced 
policymaking. 

Brian O. Brent 

Warner Graduate School of Education 
University of Rochester 
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THE NATIONAL PERSPECTIVE 



National Changes in Resources for Elementary-Secondary Education 



This paper is intended for those who are not specialists in education finance, who 
may be unaware of the sea changes that have taken place in the financing of elementary 
education in the last quarter-century. Among the changes is a shift from local to state 
revenue for the average school district and an abrupt end to continuous revenue growth over 
a century. Some school districts have responded to less rapidly growing revenue by seeking 
private funds to supplement the funding of public education. Both changes portend 
significant changes in the future of public education. 



A quarter-century ago, in 1974, the average school district provided 50.1 percent of 
the revenue to operate the school district, with the state providing 41 .4 percent, and the 
federal government providing 8.5 percent (see Figure 1). By 1979, the state contribution had 
grown to 45.6 percent, the federal to 9.8 percent, and the local had fallen to 44.6 percent. 
State contributions increased until 1987, when they reached 49.7 percent, and then have 
fallen back to the levels of 1979. 



Figure 1. -Sources of revenue for public elementary and secondary 
schools: 1970-71 to 1994-95 
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Many have lauded this change, in part because school district revenues are less 
dependent upon local property wealth, and because most states attempt to provide more 
revenues for property-poor school districts to “equalize’ their finances with property-wealthy 
school districts. However, an often forgotten virtue of local school district revenues being 
primarily derived from property taxes is that such taxes are very slow to decline in a 
recession. In contrast, state revenues are obtained from a mixture of state income taxes, sales 
taxes, and nuisance taxes (such as state lotteries). These revenues react very quickly to 
changes in a state’s economic fortunes, and all decline in a recession. While the average 
school district in the nation has about half of its revenue coming from the state, very poor 
school districts have much higher state aid ratios. For example, in 1995, New Jersey state 
revenue averaged 38 percent for the average school district (see Figure 2). Camden City, 
New Jersey, a very property-poor school district, and a district declared a "special needs” 

district by the N. J. Supreme Court, received 84.3 percent of its total revenue from the 
Stettin 1995. Only 7.2 percent of Camden’s revenue comes from local sources, less than the 
8.4percent from federal sources. Thus, if New Jersey made a 10 percent reduction in 
Camden’s state aid as a result of a recession, the City would be hard-pressed to replace that 
reduction from local revenues. 



Figure 2: State Revenue for 
CAMDEN CITY, NJ 
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'Camden’s 1980 median housing unit value was $3 1 ,094, while the state average was $ 1 69 480 Source- NCES 
CCD CD-ROM. 



States vary widely in their support for school districts. New Hampshire traditionally 
provides the least state revenue to school districts, about 7.3 percent of total revenues, while 
New Mexico provides 74.4 (see Figure 3). The higher the percentage of state support, the 
more vulnerable school districts in that state are to recessions. About 22 states provide, to 
the average school district, more than 50 percent of the local school districts’ revenue. 
School districts in these states would be adversely affected by recession. 



Figure 3 
State Share 
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Funding Public Education with Private Funds 



Some economists assert that 1 990 marked a sudden end to a century-long trend of 
steady revenue growth for public school districts. In part, the growth rate seems to have 
slowed as a result of rising national enrollments, an even faster growing special education 
population, and the enactment of stringent tax and spending limits in some states. There is 
anecdotal evidence that school districts have responded by searching for funding from private 
sources. Everyone acknowledges that schools have long had bake sales and car washes to 
finance the band trip to the Rose Bowl. However, as much as 9 percent of some school 
districts’ revenue is now composed of non-traditional revenues, which may be mildly 
disequalizing (that is, wealthy rather than poor school districts raise such revenue). For 
example, the Escondido County Union High School District in California established a 
foundation to support its interscholastic athletics program when Proposition 13 limited local 
property taxes. Foundations may fund individual teachers or teacher aides in schools, 
“Christmas” bonuses, laptop computers, instructional materials, arts and music programs, 
interscholastic athletics, and even capital projects (renovation of auditoriums, etc). Seldom 
are these revenues included in the annual financial report of school districts, since these 
foundations are considered separate from the school district financial entity. 

School district revenue from private sources may also be susceptible to declines when 
a recession occurs, although this is by no means certain. In addition, it appears that those 
school districts which are property-poor may experience the greatest declines in state aid 
revenue, and it is those districts that have not been as successful as property -weal thy school 
districts in devising non-traditional revenue mechanisms (such as foundations) to help 
replace lost state revenue. For property-poor school districts, increasing reliance upon state 
aid revenue, and passiveness in establishing non-traditional revenue sources places them at 
great risk, whenever the next recession occurs. 
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THE GOVERNORS VIEW 

The Governors’ Plans for Educations in the 21 st Century 



Linda Hertert 
Sacramento, CA 



America's current governors are members of a select group — the last to lead their 
respective states this century and the first to do so in the next. This year’s state-of-the-state 
addresses provided this select group with an historic opportunity to proudly recount past 
accomplishments, call for a new era of political cooperation and propose their goals for the 
coming century. It was an opportunity the governors seized with enthusiasm. 

Recounting Accomplishments ^ - ■ 



Across the nation, governors nostalgically reflected on their state's contributions to 
what is often called "America's Century ." In the south, newly-elected Governor Jeb Bush 
reminded his audience that 100 years earlier Florida was at the "untamed reaches of the 
American map" and "made more by selling the services of its convicts than it spent on 
salaries in the executive branch." Today, the state can claim, "from our shores, men have 
traveled to the mountains of the moon." In the far north, Alaska's Governor Tony Knowles, 
celebrating his state's 40th anniversary, congratulated fellow citizens for "creating a state 
from territory many dismissed as an icebox," "defending America's frontier in World War 
II," and "constructing America's largest private project - an 800 mile pipeline. 



In Oklahoma, Governor Frank Keating modestly declared his state "the 20th century 
success story," observing that "no other state went from frontier to the modem era so quickly, 
or with such energy." Oklahoma, according to Keating, had "produced more astronauts than 
any other state...a harvest of talent including winners of the Nobel prize, the Pulitzer Pnze...a 
black Medal of Honor winner. Miss Americas and Native American artists and poets of 
incomparable skill." Not to be outdone. Governor Jim Geringer observed, "Wyoming is what 
America was - and what America ought to be.. .the last best place to live.. .the state of high 
altitudes, low multitudes -- and great attitudes! 



A New Era of Political Cooperation 



The almost magical effect of what Maine's Governor Angus King Jr. called an 
"historical tipping point" - the congruence of the end of a century and of a millennium - 
prompted many governors to call for a rededication to the ideals of public service. As 
Governor Tom Ridge of Pennsylvania put it. 

The change of centuries brings a sense of possibility and hopefulness - a time when 
grand ideas somehow seem more in reach. I believe we must aspire in the new 
century to a new way of doing the people's business...I believe it is time to put an end 
to the politics of false choices - of either/or - and replace it with mutual goals. It is 
time to put an end to the politics of fear and blame - and replace it with the relentless 
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pursuit of "what works." It is time to put an end to the politics of division - us vs. 
them -- and replace it with public service that seeks out our common aspirations. 

In a similar call for bipartisan cooperation, Arizona's Governor Jane Dee Hull said, 

we can disagree without being destructive. We can debate without being insulting. 
Improving our state and the lives of the people who live here isn't conservative, 
moderate or liberal. It is the job we were all elected to do. 

Governor Bill Janklow of South Dakota put the point bluntly. 

Bipartisanship really isn't complaining. It's working together... There isn't a single one 
of you that ran for office saying elect me and I'll never talk to the Republicans...There 
isn't a single one of us Republicans that ever said elect me and I'll never deal with the 
Democrats. 



Goals for the Coming Century 

Success, however, requires more than bipartisan cooperation. As Governor Ed 
Schafer of North Dakota explained, 

changes in the new millennium will sneak up on us, sort of like that first time you 
look in the mirror and realize, no matter which angle you take, all your hair has 
turned gray... our success, perhaps our very survival as a state, depends on our ability 
to acknowledge changes and prepare for them. Preparation included a variety of 
gubernatorial proposals based on a cautiously optimistic economic view. 

As the newly-elected governor of California, Gray Davis, explained, 

...California's economy is fundamentally healthy. We are, however, not immune from 
national and international economic conditions. In fact the Department of Finance 
estimates that the growth of the nation's Gross Domestic Product will slow from a 
" rate of 3.6 percent last year to 1 .9 percent this year.. .To put it succinctly, this year we 
face budget pressures that require discretion, financial caution and crystal clear 
priorities. 

Top Priority is Education 

The governors agreed that the top priority continues to be education. Most governors 
consider it the key to economic success in the next century. As Governor King of Maine put 
it. 



...the old saying that the rich get richer and the poor get poorer isn't so true anymore; 
what is true is that the educated -- throughout the world -- are getting richer and the 
uneducated are getting poorer. This equation is constant and irrefutable. 
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Maryland's Governor Parris Glendening agreed declaring that, "education must not be 
"a" priority, it must be "the" priority. Governor George Ryan echoed the consensus, declaring 
the state's number one priority "the education of our children, and the development of a 
trained, competitive workforce for Illinois in the 21st Century." Governor John Engler of 
Michigan put it more succinctly - "the state with the best schools wins." 

Reading is the Key 

W innin g for most governors begins with reading. As Governor Robert Taft of Ohio 
explained, 

if we want higher academic achievement for our students, reading is the key. If we 
want greater success in attracting the high-tech jobs of the future, reading is the key. 
And, if we want less crime on our streets and less poverty in our state, reading is the 
key. 

For Governor Lincoln Almond of Rhode Island, "reading sets the foundation for 
academic success. ..for success in the workplace. ..for success in all of our endeavors. This 
foundation must be built in the earliest years of schooling. Utah's Governor Michael Leavitt 
explained the consequences of failure. 

Eighty percent of all children who haven't attained appropriate reading level by the 
end of third grade never catch up. That is a sobering statistic considering that reading 
is the key to success in every area of learning and reading failure is almost completely 
preventable. 

The governors proposed numerous preventive measures. In California, Governor 
Davis wants $186 million for reading programs, including "Intensive Reading Instruction 
Academies" and a "Governor's Reading Awards Program" which will provide competitive 
cash grants to the top 400 schools whose students read the most books designated in the 
California Reading Lists. Governor Hull intends to spend $20 million dollars in Arizona to 
provide smaller classes for K-3 students who need additional help with reading. Idaho's 
Governor Dirk Kempthome allocated $5.5 million for a comprehensive reading program for 
grades 1-3. In Rhode Island, Governor Almond asked for $500,000 to improve professional 
development in reading. 

South Carolina's Governor Jim Hodges proposed the "Governor's Institute of 
Reading" which will gather the leading reading experts to promote reading through grants to 
local schools and to provide professional development for reading teachers. Governor Frank 
L. O'Bannon asked for a comprehensive reading assessment in Indiana to find and assist 2nd 
graders who are falling behind. In Ohio, Governor Taft called for 20,000 volunteers to tutor 
K-4th graders in reading. 
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Building Responsibility and Accountability 

Reading programs were the most popular education initiative discussed by the 
governors. These programs were usually part of a comprehensive plan to prepare students 
for the coming century. 

Proposals to build responsibility and accountability into the public education system 
also were included in the governors' plans. Governor Keating of Oklahoma explained the 
importance of such measures. 



osrga. Right now we have to remediate, depending on whose statistics you read, anywhere 

- ^ between 30% and 40% of our youngsters that go to college. That is unacceptable. We 

are investing in common education. We should demand that there be results. 

- California's Governor Davis explained the extent of his proposal saying, 

No one gets a free ride. Students will be tested. Teachers will be reviewed. 

Principals will be held to account. And parents will be urged to assume greater 

responsibility. 

Merit promotions and graduation exams were the most common approaches for 
holding students accountable. Following President Clinton's lead, governors in Florida, 
Michigan, North Carolina, Oklahoma and Texas called for an end to social promotion. The 
governors also wanted high school diplomas awarded on the basis of merit, making a 
diploma " a meaningful guarantee of competence, not just a verification of attendance," says 
Utah Governor Leavitt. Under his plan, Utah students would need to demonstrate 
competence in reading, writing, math and technology. In California, Governor Davis will 
focus on mastery in math and communication skills. 

Demonstrations of competency were not limited to students. Many governors also 
would require potential teachers to demonstrate their teaching skills and subject-matter 
expertise as a condition of certification. Governors in Delaware, Florida, Michigan, 
Massachusetts, Rhode Island, Vermont, and Washington proposed such evaluations. 
Governor Christine Todd Whitman in New Jersey also would require aspiring teachers have 
at least a B average; the state currently requires a C+. 

In Wisconsin, Governor Tommy G. Thompson proposed a graduated licensing system 
for teachers designed to ensure competency and continued professional development. In his 
plan, an "initial teaching license" is awarded based on the results of a national exam in the 
aspiring teacher's subject area, and Wisconsin's academic standards and technology. Those 
holding an initial license can earn a "professional license" after three successful years in the 
classroom, fulfilling a professional development plan and undergoing a peer review. A 
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"master license," the highest certification, is reserved for teachers who earn National Board 
certification. 



In Delaware, Governor Thomas Carper would base continuing certification, in part, 
on the performance of a teacher's students. Utah’s Governor Leavitt, on the other hand, wants 
legislation to make it easier to dismiss low-performing teachers, while New Hampshire s 
Governor Jeanne Shaheen needs changes in teacher tenure laws to more easily remove 
ineffective teachers. Governor George Pataki of New York would extend these proposals to 
include administrators, asking legislators to end principal tenure. Other governors also 
included school and district administrators in their accountability initiatives, usually by 
proposing to make the performance of their students subject to public review. 



In Hawaii, Governor Benjamin J. Cayetano wants to start the process of public review 
by creating a system of performance measures. Governor Bill Owens in Colorado also wants 
a "school report card,” and Governor O’Bannon asked to expand Indiana's existing report to 
include more performance data. In Wisconsin, Governor Thompson wants a report card 
posted on the Department of Public Instruction's Web site, and he would give local school 
boards the power to close failing schools. Governor Ridge m Pennsylvania also wants the 
authority to declare academic bankruptcy in school districts that "steadfastly fail to educate 
its children." In Michigan, Governor Engler wants to give that authority to city mayors. 
Governors also considered parents in their plans to improve public education Governor 
Hodges of South Carolina proposed a "Compact with Our Children" - a yearly pledge made 
by parents to set high standards as "partners in our children’s education. In California, 
Governor Davis urged school districts to require parents to sign a contract promising to read 
to their children, to assist on homework and to engage the process of learning. 



Providing Flexibility 



The governors' plans for improving education did not end with declaring students, 
teachers and parents responsible and accountable for results. As Washington's Governor 
Gary F. Locke explained, 

if our schools are to improve, we need to free them from the control of Olympia and 
even their local central administration and give them the flexibility and tools to 

succeed. 



The governors proposed a variety of methods to provide "the flexibility and tools to 
succeed." Governor Owens in Colorado suggested giving schools, even entire dlstr,c ^- 
waivers from "burdensome and unnecessary state laws." In Pennsylvania .Governor Ridge 
introduced his "School District Empowerment Act" which is designed to cast “ide statt 

control and mandates” and to "free entire school districts ° 27 thm taps 

Arkansas' Governor Michael D. Huckabee wants to repeal "restricting leplation that keeps 
schools occupied with the details of legislative mandates rather than with the needs of 

students. 
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Governor Cayetano of Hawaii suggested creating "Schools for the New Century " 
this pilot program would give select schools the freedom to negotiate their own collective 
bargaining contracts or eliminate collective bargaining all together; freedom from the 
constraints of the state's procurement code; freedom to engage in lump sum budgeting 
without interference; and freedom to select their principals and faculty without constraint- 
and administered by a principal answerable to a school committee comprised of facultv ’ 
parents and community leaders. y ’ 

One of the more innovative proposals was Governor Locke's "Opportunity School 
Districts. In these jurisdictions, Washington school districts will choose to send, at a 
minimum, 75%oftheir funding directly to their schools, giving principals, teachers and 
parents full authority to allocate these funds. Opportunity School Districts would be exempt 
from state regulations, except those related to education reform, civil rights, health and 
safety, and collective bargaining. 

These initiatives were not limited to schools and districts. As Vermont's Governor 
Howard Dean explained, 

if public schools are to survive and flourish, they must offer families more flexibility. 

They must reach out to all parents and students, home schoolers and others who feel 

that public education has not yet met their needs. 

He asked for legislation authorizing public school choice in Vermont, while 
Michigan s Governor Engler hopes to expand his state's existing program statewide. In 
Mississippi, Governor Kirk Fordice wants parental choice for students in the state's "lowest- 
rated" public schools, and Florida's Governor Bush wants to do the same. 

Vouchers were also proposed as a way of giving families flexibility and choice. 
Governor W. Bush of Texas suggested a pilot program, as did New Mexico's Governor Gary 
Johnson. Governor James B. Hunt Jr., however, made it clear that this is not an option in 
North Carolina saying, "if you want to see me use that veto pen, send me a voucher bill." 

Charter school proposals were more popular. Governor Keating of Oklahoma wants 
a charter school law, as does Governor Huckabee of Arkansas and New Mexico's Governor 
Johnson. Governors Argeo Paul Cellucci of Massachusetts, Kenny Guinn of Nevada and 
Engler of Michigan want to eliminate the existing cap on the number of charter schools 
allowed to operate in their respective states. 

Providing Resources and Support 



The governors offered additional resources and support to help schools produce the 
expected results. Governor Ryan of Illinois intends to hire 10,000 new teachers over the next 
four years at a cost of $60 million, Virginia's Governor James S. Gillmore III is committed to 
hiring 4,000, and Governor Locke wants 1,000 new elementary teachers in Washington. 
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Governor Tom Vilsack of Iowa also wants to reduce class size, and Governor 
Thompson of Wisconsin is proposing $50 million for the same purpose. Governor Cellucci of 
Massachusetts has earmarked $20 million. In South Carolina, Governor Hodges intends to 
cut class size to a 17-to-l ratio, the first step to his goal of 15-to-l in K-3. California's 
Governor Davis wants to use federal class-size reduction funds to lower student-teacher 
ratios in high school math and English classes. In Maryland, Governor Glendening intends 
to reduce the size of 1 st and 2nd grade reading classes and 7th grade math classes by hiring 
an additional 1,100 teachers certified in these subject areas. 

The governors also offered resources to improve the learning environment. As Rhode 
Island's Governor Almond stated, 

it's essential for our students to acquirelcnowledge in anatmosphere that's conducive 
to learning. That means we must invest in bricks and mortar._ 

He suggested an additional $2.8 million for renovation and construction of new 
classrooms. In Maryland, Governor Glendening plans to spend $1 billion over the next four 
years to build or modernize 7,500 classrooms. Governor Roy Barnes in Georgia 
recommended spending $12.5 million to upgrade equipment in the state's technical schools 
and another $6.3 billion to open 13 new facilities and renovate existing buildings. 

Other governors focused on discipline as a means of improving schools. Pataki of 
New York explained the importance of these initiatives. 

If a teacher spends a half hour disciplining one bad student, 20 good students have 
just been denied a half hour of learning. That is wrong, and we must not stand for it. : 
Let's help the students who want to learn by giving teachers the power to remove the 
ones who refuse to learn. 

Governor Carper of Delaware proposed spending an additional 50% on discipline 
programs, while Governor Ryan of Illinois asked for support for his "Safe 2 Learn" program. 
Utah's Governor Leavitt wants to create alternative schools with "highly supervised, 
structured environments designed specifically for students who refuse to keep the rules of 
society and are not yet ready to learn with the mainstream." 

The governors also offered support for teachers and administrators in their efforts to 
help prepare students for the 21st century. In Massachusetts, Governor Cellucci proposed 
four new leadership academies that will standardize professional development and provide 
teacher training. Governor Gillmore proposed five additional "Best Practice Centers" for 
Vir ginia 's teachers. In Arizona, Governor Hull committed $2 million to, establish the "Center 
for K-12 Improvement" at Northern Arizona University to train and re-tool teachers in best 
practices. 

Florida's Governor Bush proposed an additional $6.4 million to expand professional 
development programs that train "teachers to use student performance data in making 
instructional decisions, understand comprehensive tests and Sunshine State Standards, and 
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help students make up for past learning deficits." Governor Thompson allocated $ 1 .5 million 
for the "Wisconsin Academy Staff Development" initiative. In California, Governor Davis 
proposed spending more than $50 million to establish reading development institutes for 
teachers and a "Principal Leadership Academy." Governor Almond in Rhode Island also 
proposed a leadership academy for superintendents, administrators and principals. 

Some other interesting initiatives that were suggested would provide additional 
resources to students. For example, Governor Hodges in South Carolina allocated $25 
million for laptop computers and SAT review software for students to use at home while 
preparing for their college entrance exams. Governor Engler wants to ensure that all students 
have access to Advanced Placement courses via "Michigan's Virtual University” and that 
those children who do not attend a traditional public school have access to extracurricular 
activities in their district of residence. Governor Thompson of Wisconsin proposed a 
$350*000 grant program to provide foreign language instruction to elementary students via 
TEACH (die state's Internet network). 

Rewards and Incentives 

The governors offered a number of rewards and incentives to motivate students, 
teachers, and schools. The most popular student incentive was some form of college 
scholarship program, usually modeled after Georgia's successful HOPE scholarship. For 
example, Governor Locke's proposed "Washington's Promise Scholarship" would provide 
money to the top 1 5% of every high school graduating class, starting with this year's senior 
class. 



When the state's new 10th grade test is in place, these two-year scholarships will be 
awarded to all high school students who pass the exam. The scholarships can be used at any 
public or private institution in the state, and they will be available to students whose families 
make up to 135% of median family income — for a family of four, that's $69,000; for a 
family of five, it's $82,000. 

Governor Guinn's "Millennium Scholarship” provides Nevada high school graduates, 
with at least a B average, a scholarship of up to $2,500 annually for four years at a state 
university or $1,250 annually for two years at a community college. The "New Century 
Scholarship" proposed by Governor Leavitt offers any Utah student, who achieves a two-year 
associate degree at the same time they complete their high school requirements, a scholarship 
for two more years at any four-year state college Or university. This is an award worth 
approximately $15,000. Governor Huckabee of Arkansas wants to expand the "Academic 
Challenge Scholarship" program by raising the maximum family income limit to $70,000. 
The scholarship is a $10,000 college grant for students who "make the grades and test scores, 
and continue to be drug free." 

In an effort to make technology education a priority in Pennsylvania, Governor Ridge 
introduced the "SciTech Scholars Program" which provides up to $9,000 for Pennsylvania 
students studying technology at a state college or university. In return, the student agrees to 
work in Pennsylvania for up to three years after graduation. In Michigan, high school 
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graduates who master reading, writing, math and science will receive the governor's 
proposed "Michigan Merit Award" worth $2,500. In addition, the governor proposed 
awarding $500 to all students who pass their 7th and 8th grade MEAP tests in reading, 
writing, math and science — every student in the state is eligible whether attending public 
school, private school or home school. 

Another popular initiative was intended to encourage teachers to seek national board 
certification. Governor Bill Graves in Kansas offered scholarships for 65 teachers seeking 
Ratio nal certification, while Governor Almond proposed that Rhode Island pay half the 
application cost for all applicants. Governor Schafer suggested North Dakota pay for 60 
teachers to participate sdA award $5,000 salary increases to the successful candidates. 
Vermont's Governor Dean wants to guarantee a $1,000 per year stipend to every teacher 
awarded national certification, and Governor Thompson in Wisconsin suggested a yearly 
bonus of $2,500 per year for these teachers. 

The governors also structured a number of rewards programs for schools. In 
Washington, for example. Governor Locke proposed cash awards for elementary and middle 
schools where test scores climb three years in a row. In Florida, Governor Bush targeting an 
increased share of lottery funds-- a total of $15 million-to reward high performing and 
improving schools. In California, schools showing significant improvement over the 
previous year would receive a share of the $1 50 million proposed under the "Governor's 
Performance Awards" program. 

\ 

Higher Education 

Many governors included proposals to strength the quality of higher education in their 
states. The importance of continuing education was emphasized in a number of gubernatorial 
addresses. For example, Governor Locke of Washington stated that, "going to college isn't 
just a symbol of honor or distinction any more — it's a necessity." The governor proposed the 
creation the "Washington Online College" to help students enroll in distance education 
courses for credit over the Internet. In New Jersey, Governor Whitman's "New Jersey Virtual 
University" would put distance learning only a keyboard away. 

To make higher education more affordable, Governor Gilmore of Virginia asked for a 
.20% across the board tuition cut at state universities. Governor Davis in California allocated 
$30 million to maintain the state's current student fee reduction program for another year. He 
also proposed spending $5 million to increase the number of "Cal Grants," a financial aid 
program for needy students. 

Higher education is considered a key to economic growth by a number of governors. 
As Maine's Governor King explained, 

the five richest states in America are the five with the most college graduates. Lower 

educational attainment equals lower incomes; it's as simple as that. 

Maine is one of the few states without a community college system. It will create a 

new two-year system, with the help of the state university and technical colleges, that 
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will offer anyone in the state the opportunity to obtain an associate degree for as little 
as $2,500 at a site no more than 25 miles from their home. These degrees will be fully 
transferable to the University of Maine. 

As the century and the millennium draw to a close, this year's governors emphasized the 
importance of education to the quality of life and economic prosperity of their constituents. 
They proposed initiatives requiring accountability and responsibility from all engaged in 
preparing today's children for tomorrow's world; offered resources, rewards and incentives to 
encourage the attainment of higher educational goals; and emphasized the importance of 
lifelong learning with new programs and resources targeted for higher education. Standing at 
the threshold of a new millennium, the governors seemed more aware than ever this year that 
as Governor Pataki of New York said, "children are the living messages we send to a time we 
will not see." 



LEGISLATIVE ACTIVITY 



The State of State School Finance Legislation: 

Overview and Analysis 

Faith E. Crampton 
National Education Association 

Introduction 

Funding of public elementary and secondary education represents one of the most 
im por tant legislative functions of states. For over a century, state legislation has been a 
p rimar y force in sha ping public school finance. Today, funding schools to achieve a panoply 
of sometimes competing policy goals still challenges state lawmakers. This chapter opens 
with an overview of 1 998 school finance legislation and a comparative analysis of legislative 
activity from 1994 through 1998. The overview is followed by two sections: the first 
focuses on legislation that reflects trends established over the past five years, while the 
second which explores emergent trends. The chapter closes with conclusions and policy 
implications. 



An Overview of 1998 School Finance Legislation and 
A Comparative Analysis of the 1994-1998 Legislative Sessions 

The 1998 legislative session closed with 394 bills passed and signed into law. 1 The 
average number of bills passed per state was nine although the number ranged from a high of 
44 bills to a low of two. (See Table 1.) Seven states had no legislative session in 1998. 
Legislation covered the spectrum of school finance issues from reconfiguration of state aid, 
the single largest source of school funding, to financing of concerns as varied as educational 
technology and school safety. While some legislative bills simply tweaked the current 
funding system, others represented major shifts in funding priorities and education policy 
directions. 

For analysis, bills were divided into sixteen categories: 1) State Aid to Elementary 
and Secondary Education; 2) Study Committees of State Education Funding Systems; 3) 
Lottery and Gaming Funds Used for Education; 4) School Infrastructure Funding; 5) School 
Safety Funding; 6) Special Education Funding; 7) Technology Funding; 8) Transportation 
Funding; 9) Charter School Funding; 10) Tax Bases and Taxation for Education Funding; 1 1) 
Special Purpose Education Program Funding; 12) Budgeting and Fiscal Management; 13) 
Cross-District Student Enrollment Funding; 14) Supplemental Revenues for School Districts; 
15) School Employee Compensation and Personnel Funding Issues; and 16) Other Education 
Funding Legislation. (Table 2 lists the number of bills by category followed by the number of 
states in which that category of legislation was passed.) 



'Source: Lexis-Nexis searches by die author (October 1998, January 1999). 
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The 1998 legislative session saw a decline in the total number of school finance bills 
passed, after three years of substantial increases. In the 1997 session, 441 bills were passed; 
in the 1996 session, 260; in the 1995 session, 212; and, in the 1994 session, 127. In 1998, 
four categories of legislation tallied an increase in the number of bills passed: School safety 
funding; special education funding; charter school funding; and tax bases and taxation for 
education. Transportation funding held even with 17 bills. The remaining categories of 
legislation experienced declines, although in many cases they were slight. 



Tablel 

1998 State School Finance Legislation Totals by State 
(Number of bills passed) 



Alabama 


13 


Montana (no session) 


0 


Alaska 


5 


Nebraska 


10 


Arizona 


18 


Nevada (no session) 


0 


Arkansas (no session) 


0 


New Hampshire 


24 


California 


' 44 


New Jersey 


2 


Colorado 


6 


New Mexico 


3 


Connecticut 


9 


New York 


9 


Delaware 


3 


North Carolina 


9 


Florida 


5 


North Dakota (no session) 


0 


Georgia 


26 


Ohio 


6 


Hawaii 


8 


Oklahoma 


6 


Idaho 


10 


Oregon (no session) 


0 


Illinois 


15 


Pennsylvania 


4 


Indiana 


2 


Rhode Island 


4 


Iowa 


9 


South Carolina 


3 


Kansas 


5 


South Dakota 


15 


Kentucky 


9 


Tennessee 


10 


Louisiana 


8 


Texas (no session) 


0 


Maine 


13 


Utah 


11 


Maryland 


9 


Vermont 


2 


Massachusetts (no session) 


0 


Virginia 


11 


Michigan 


7 


Washington 


4 


Minnesota 


2 


West Virginia 


8 


Mississippi 


3 


Wisconsin 


10 


Missouri 


10 


Wyoming 


4 






Total Bills 


394 



Established Trends in State School Finance Legislation 

Over the past five years, the awareness of state legislators with regard to several critical 
areas of education funding has been heightened. At the national level, a number of reports as 
well as federal legislation have raised state legislators’ consciousness with regard to the 
financing of educational technology, school infrastructure, and charter school funding. In 
addition, state lawmakers look to legislative trends in neighboring states; such may be the case 
in recent years with regard to funding measures for student achievement. 
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Educational Technology Funding . During the 1998 legislative session, 14 states passed 
20 educational technology funding measures. Over the last five years, the number of bills 
passed per session has grown substantially, and the range of the legislation has expanded from 
equipment purchases to include areas like student competency in technology and professional 
development for educators to make effective use of technology in the classroom. 



Table 2 

1998 State School Finance Legislation Totals by Category 



Category of Legislation 


Number of 
Bills 


Number of 
States 


State Aid to Elementary and Secondary Education 


50 


24 


Study Committees of State Education Funding Systems 


4 


• 3 . 


Lottery and Gaming Funds Used for Education 


3_ 


■r:i 3 


School infrastructure Funding 


61 


30 


School Safety Funding 


8 


8 


Special Education Funding 


32 


17 


Technology Funding 


20 


14 


Transportation Funding 


17 


13 


Charter School Funding 


21 


13 


Tax Bases and Taxation for Education Funding 


85 


31 


Special Purpose Education Program Funding 


87 


35 


Budgeting and Fiscal Management 


30 


18 


Cross-District Student Enrollment Funding 


9 


9 


Supplemental Revenues for School Districts 


8 


7 


School Employee Compensation and Personnel Issues 


43 


30 


Other Education Funding Legislation 


33 


18 



School Infrastructure Funding . In recent legislative sessions, the number of school 
infrastructure funding bills has increased dramatically. Aging school facilities, increasing 
enrollments, and, in some cases, litigation, have placed pressure on legislatures to pass funding 
measures. During the 1998 session alone, 61 bills were passed in 30 states. Many of these 
bills have tax implications and hence also fall under the legislative category of “Tax Bases and 
Taxation for Education.” 

Charter School Funding . Over the past 5 years, charter school funding legislation has 
increased sevenfold, from 3 bills in 1994 to 21 in 1998. The 1998 session continued a trend 
regarding the maturation of charter school funding legislation, where legislatures that had 
previously enacted laws, permitting the establishment and funding of charter schools, 
revisited the legislation to fine tune it Of particular concern were issues of school employee 
working conditions and charter school accountability around program and fiscal issues. 

Student Achievement Funding . A record number of 14 states passed funding 
measures designed to improve student achievement, representing twice the number of states 
in 1997 and signifying an ongoing, intensifying interest by legislatures not only in raising 
student achievement across the board but also in assisting all students to be academically 
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successful. These measures represented a range of mechanisms, which can be divided into 
seven categories: 1) Extended, summer, and after-school programs; 2) Class size reduction; 
3) Expansion of post-secondary education options; 4) Reading instruction in the early grades- 
5) Academic success of all learners; 6) State standards; and 7) Education beyond the basics. ’ 

Emergent Trends in State School Finance Legislation 

Teacher quality and early childhood education represent education funding trends in 
the making, or emergent trends. With regard to teacher quality, a number of professional 
development measures were passed during the 1998 session, with a cluster in California, 
often viewed as a bellwether state. For the second year in a row, a substantial number of 
funding measures were enacted in early childhood education, indicating a sustained interest. 

California passed six pieces of legislation tied to teacher professional development. 
The first established the “National Board for Professional Teaching Standards Certification 
Incentive Program,” to provide a one-time award of $10,000 to teachers who achieve 
national board certification. (Assembly Bill 858) A second piece of legislation funded the 
“Education Technology Staff Development Program.” (Assembly Bill 1339) Three pieces of 
legislation targeted the funding of teacher professional development in mathematics. 
Assembly Bill 1331 provides a program of grants to school districts and county 
superintendents for inservice training of mathematics teachers, grades 4-12. Another 
established the “California Mathematics Teaching Challenge” to increase the number of 
teachers certificated to teach mathematics, a shortage area in many states. (Assembly Bill 
496) The third enacted the “Standards-Based Mathematics Staff Development Act of 1998,” 
a grant program to cover the cost of additional coursework for mathematics teachers. 
(Assembly Bill 2528) Senate Bill 1692 funds the “California Specialized Training Institute,” 
a pilot program to facilitate teacher certification, recertification, and renewal through 
distance education. 



Conclusions and Policy Implications 

Even though the total number of school finance bills passed in the 1998 session 
declined, legislatures’ interest in the funding of elementaiy and secondary education remained 
high, with nearly 400 pieces of legislation signed into law. In addition to an overview of the 
199=8 session, this chapter offered an analysis of the past five years of school finance legislation, 
describing established and emergent trends. Established trends exist in the funding areas of 
educational technology, school infrastructure, charter schools, and student achievement. 
Emergent trends can be seen in the areas of teacher quality and early childhood education. 
Without exception, all of these funding areas have been the focus of national and federal reports 
and research over recent years. These trends reveal that in addition to the basic funding of the 
states’ public school systems, legislatures are willing to tackle a range of educational funding 
policy areas, many of which represent ongoing challenges and will require substantial 
investments of resources. 
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ALABAMA 



The Governor’s Race and Alabama School Finance: 

The New Governor’s Initiative for Alabama School Finance 

Michael Supley 

Texas A&M University-Kingsville 
Introduction 

In Alabama, as with most states, the public (government run) schools are caught in 
many of the reoccuning financial dilemmas, some of which in Alabama are set out in the 
1993 court action of Judge Gene Reese (referred to as ACE v. Hunt). 1 Education and 
specifically, school funding, continues to be plagued by follow up suits and legal 
machinations. What is needed is a new approach. 

The form of government at the national level is defined in scope, content, and 
authority by the United States Constitution in which the people grant the privilege for the 
national government to exist and govern. This grant by the people is limited by the 10 
Amendment which clearly sets out that ‘those powers not specifically granted to the federal 
government, nor prohibited by the (United States) Constitution, are reserved to the several 
states and/or the people respectively. As neither education nor schooling is mentioned in the 
United States Constitution, it is clear that any authority, coupled with appropriate 
responsibility for governmental school operations lies with the several states, should the 
people of each of the states so deem to have it. The people of Alabama so deemed it in 
thel 850’s and began a system of publicly funded schools. This will of the people of Alabama 
to have publicly funded schools continues to today. Such systems are not without issues 
which arise over time. The nature and role of these publicly funded public (government run) 
schools has changed over time. 

Certainly, the realm of politics in Alabama has not escaped issues regarding both the 
operations of the schools and their funding, nor have school operations and their funding 
escaped the realm of politics in Alabama. The 1998 Alabama governor’s race had as a theme 
the schooling operations in Alabama, and in very specific terms, issues of school finance. 

In the suit referenced earlier, one of the principals was the then governor, Governor 
Guy Hunt. Governor Hunt was unique for the past 100 years in that he was the first 
Republican to be elected governor in over 100 years in Alabama. This point is made to show 



‘Alabama Coalition for Equity, INC. (ACE) v Guy Hunt in his official capacity as Governor of the State of 
Alabama as President of the State Board of Education, et al. and Mary Harper, suing as next friend of Deion 
Harper and Kerry Phillips, minors, et al. v. Guy Hunt in his official capacity as Governor of the State of 
Alabama as President of the State Board of Education, et al. This is subsequently referred to as ACE v. Hunt 
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that the long-standing modus operandi in Alabama was for the governor to be a Democrat in 
party affiliation. 

In the 1994 gubernatorial election, the issues raised in the ACE v. Hunt court decision 
played a prominent role. These issues included both operational issues of ‘leveling the school 
services’ coupled with issues of what constituted an appropriate level of “equitable” funding, 
and how that “equitable funding” might be accomplished— including issues of revenues for ’ 
education. Campaigning as a Democrat, Fob James, Jr. became the governor, running on a 
commitment to not raise taxes, unless it was absolutely necessary. He pledged to make the 
educational system more cost effective, and would search to find the necessary moneys 
within the present k-higher education system. 

In the 1998 gubernatorial primaries, the then incumbent governor, Governor Fob 
Jagies, jr. changed his party affiliation from Democrat to Republican. Based on the history of 
thefpast 100 years this might suggest a long shot. Fob James. Jr. won_the primary race. When 
the^gubematorial race went to the next level, the race between the candidates of the major 
parties, the issue of obtaining funding for ‘educational enhancements’ became a major 
emphasis. The Democratic party nominee, Siegelman, used this as a campaign on this issue, 
proposing a state lottery system to provide funds for these ‘educational enhancements’. 

Whether it was this emphasis for a state lottery to provide some measure of additional 
schooling endeavors, or the 100 year history, is uncertain. What is certain is Siegelman won 
the governor’s chair, and assumed the role at the beginning of the 1999 year. It is not the 
intent here to either make the determination as to the ‘whys’ of the outcome of the governor’s 
race in Alabama, nor to suggest that these were the only decisive issues. 

Suffice it to note the issue of additional schooling opportunities coupled with a 
proposed additional alternative revenue source (the lottery) is the present situation in 
Alabama. To allow for such a revenue source as a state lottery, requires the vote of the people 
of Alabama. However, before the condition of the approval by the people, the matter first has 
to go through the legislative process. To that end a bill, was entered into the House of 
Representatives of the State of Alabama. This bill has been passed and placed before the 
people. 



The following discussion is set forth to provide a framework so that the present 
legislation in Alabama for a state lottery ‘for education’ can be more effectively considered. 
There are a number of possible key issues and concerns that are usually put forth when a 
lottery is proposed within a state. Some of these include, but are not limited to the following: 

• The lottery generated revenue is to be for education (schooling), yet the funds are not 
specifically allocated as such, nor are they even ear-marked as such; 

• The lottery generated revenue is not a stable source of revenue, and thus, reliance on 
it can cause extreme fluctuations in the schooling services that are provided over a 
year, and year to year; 
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• While prior to the lottery the schools were in large part funded by public tax revenues 
allocated by the legislature and, usually, a local tax component, there is not a need for 
these, as the schools have the lottery; 

• Even if the legislature continues to allocate public tax revenues for the schools and 
there is a local tax component, there is a sentiment that these allocations do not need 
to be adjusted upward, as the schools now have the lottery; 

• What is an equitable distribution to the schools of the lottery revenues — should it be 
on a per pupil basis, or should it be considered as a ‘local incentive sales tax’ and 
distributed back proportionately, according to where the revenue was generated; 

• As the lottery ‘catches on’ the revenues generated will rise and the schools will be 
over-funded. Therefore, there needs to be ways to adjust the distribution of the public 
tax revenues by the legislature downward; 

• As the lottery ‘runs its course’ there will be great revenues initially and the schools 
will come to depend on these revenues. Then as the lottery becomes ‘common’, the 
revenues will decrease and the schools will be left with shortfalls; 

• The lottery is really a regressive form of taxation (raising public revenues) as the 
people who play it most have the least money and hence, a larger proportion of their 
income will be ‘spent’ on the lottery; 

• The lottery is essentially an evil practice, as one relies on ‘luck’ or ‘lucky numbers’ 
and these are not real; and 

• The lottery funds are not public tax funds, and thus, can be used for public 
(government run) as well as private (non-government run) schools. 

These are but a few of the issues and concerns advanced when the matter of whether 
to have a state lottery ‘for education’ comes up. The consideration of these issues in regard to 
the lottery bill of the Alabama legislature, House Bill 73 (referred to as HB73) follows. 

The first issue is that the funds be categorically allocated to schooling. Part II, §c § 1 
addresses the allocation and distribution of the revenues generated by the proposed lottery. It 
should be noted that Part II, §c §2 allows for excess revenues to be allocated and paid to the 
Education Trust Fund whose use ‘shall be strictly limited to educational purposes’. One 
might raise the issue of how will it be determined that there are excess funds, and might 
much of the lottery revenues be classified as excess the amount for section 1 of this 
provision? 

The second issue is the instability of the lottery revenues, season to season, and year 
to year. This can only be resolved empirically, but the results of other states might suggest 
some answers. It seems that what is deemed excess revenues in Part II §c §2 might be better 
classified as funds to become an initiating base for the proposed programs of Part H §c §1 . 

The third issue is that of eventual supplanting of the present public tax revenue 
allocations by the legislature. While safeguards may be found in the present bill as the lottery 
revenues are to be used for specific programs, might it be that these programs should become 
a part of the regular public tax revenue allocations by the legislature? Also, is it possible that 
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these revenues may, through ‘expansionist terminology’ become a supplanting of the present 
revenues in some instances, where there is no real recourse? 

The fourth issue is the concern that as inflation occurs and the legislative allocations 
are usually increased, such will not be the case (at least, at the necessary level) as the schools 
have the lottery revenues to use. Again, safeguards in the bill will not necessarily negate such 
(un)conscious legislative actions. 

The fifth issue raised is what constitutes the equitable distribution of these new-found 
revenues. The arguments might be on a programmatic basis, as is found in Part II §c §1, but 
in order to partake of these programmatic dispersions, might there be a disparity of 
opportunities due to the variations in the schools and local communities. That is, might not 
everyone ‘meet the mark’ or even know how to obtain the programmatic funding. 

The sixth and seventh issues raised were the concern for the instability of lottery 
revenues. The history of other states suggests that lottery revenues are not a stable source of 
revenue. Thus, what will happen to lottery funded programs in times of shortfalls? 

The eighth issue raised is the matter that lotteries as a revenue source are considered 
by some as regressive. This is due to the proportion of disposable income one spends on 
lottery tickets is greater for those with lesser incomes. 

The ninth issue is that of the lottery is essentially an evil or ‘bad’ thing. Many 
speculate that because many people view the lottery as bad or evil, the best argument for the 
passage of a lottery is to somehow tie it to education (as per this bill). Thus, when someone 
opposes the lottery passage you can raise the question to those who oppose it as to ‘whether 
they are for education’, and if they are why do they oppose this needed ‘revenue source’? 

The tenth issue is a mixed issue. Since these revenues are voluntary in nature, there 
are less restrictions on their use. Therefore, these revenues can be used to support students 
who are in programs in ‘private’ (non-govemment run) schools as well as ‘public’ 
(government run) schools. Further, it is argued that the variety of programs for students that 
can be supported in is much greater. 

Certainly, this list is not exhaustive, but it shows some of the dimensions of such a 
revenue generating concept as a state lottery. While the lottery as a revenue alternative is seen 
to have played a major role in Governor Siegelman getting elected, the question is whether it 
will play a major role in the schooling industry of Alabama. For instance, will (supplemental) 
educational programs, services, and capital outlay materials and facilities be introduced with 
lottery revenues and then be picked up as regular programs, funded by public tax revenues by 
the legislature. Or, will there be lottery funded ‘alternative’ programs to pick up the ‘slack’ 
(unmet schooling needs) which are the result of a gradual diminishing of the commitment of 
public tax revenues by the legislature? Clearly, it will take the passage of the lottery and the 
passage of time to know the answers to these and other questions that will arise. The issue is 
in the voting hand of the Alabama public for Alabama. 
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ALBERTA 



Funding Education in Alberta 

Frank Peters 
University of Alberta 

There are approximately 575,000 students in Alberta schools: public schools (413,000 
students), separate schools (121,000 students), private schools (23,000 students), federal 
schools (8,000 students), provincial schools (3,000 students), francophone schools (2,000 
students), charter schools (2,000 students), and in early childhood (3,000 students). 
Constitutionally, control over education rests exclusively with the provinces. The provinces 
must not, in their legislation, prejudicially affect constitutionally protected denominational 
rights, if such exist. There is considerable variation between provinces in terms of how 
education is funded and the amount of money available on a per student basis. 

In Alberta 



As part of a major restructuring initiative in 1994, the Alberta government moved to a 
system of completely centralized funding for schools. Funding is provided to schools by 
means of allocations from the provincial government, based essentially on per student grants. 
In addition to basic instructional grants, special grants are available for specially designated 
students. 

The government allocates grants from two sources: Just over 60 /o of education grant 
monies to school boards come from general revenue. Just under 40% comes from a property 
tax, based on a mill rate established by the province and imposed, uniformly, province-wide. 

Separate school boards (at present all of these are Roman Catholic) in Alberta are 
permitted to establish their own mill rates and collect their own property taxes from their 
own, constitutionally defined, supporters. In practice they adopt the provincial mill rate. 
Were these boards to collect more money, on a per student basis, from their tax base, than 
they would receive from the centralized fund, they are statutorily required to pay the excess 
back into the central fund. 

Government has established the Alberta School Foundation Fund (ASFF) into which 
all centrally collected educational property tax monies are placed. This fund is audited 
separately from general revenues and can only be used for educational expenditures. 

The present school mill rate is 6.95, down from 7.64 in 1993. This is a drop of almost 
1 0%. However in the same period of time the amount of revenue raised, provincially , by 
means of educational property taxes has increased from $629.6 million to $706.1 million, a 

jump of 12%. 
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The Alberta Funding Scheme 



Based on some fundamental principles: 

• Equity - driven by student numbers 

• Administrative costs kept as low as possible 

• $$$’s more directly tied to instruction 

• School-based decision making expected 

• Increased choice for parents 

Funding is provided to school boards (or schools in the case of Charter or Private 
schools) by means of three block grants: 

1. An Instruction Block, 

A Support Block, and 
3. A Capital Funding Block 

School boards are quite limited in their abilities to transfer monies, within and among, 
funding blocks. 

The instruction block provides for the reasonable cost of instructional programs and 
services including the cost of principals, teachers, instructional support staff, learning 
resources and supplies, equipment and furnishings used in the instructional program. 

The Basic Instruction Grant 



School boards currently (1998-99) receive 
In Sept. 1 999 this will increase to 
And in Sept. 2000 to 



$3,860 per student. 

$3,976 

$4,055 



Private schools currently (1998-99) receive $ 1 .902 

In Sept. 1 999 this will increase to $2,1 87 

And in Sept. 2000 to $2,433 



The Instruction Block also contains funding for students with special needs. In addition to the 
Basic Instruction Grant boards receive the following amounts for each classified student: 



1998-99 1999-00 2000-01 2001-02 

Severe Phys/Mental $11,600 $11,948 $12,187 $12,431 

Severe Bev/Emotional $8,910 $9,177 $9,361 $9,548 

The instructional block also contains, among other features, grants dealing with areas 
such as English as a second language, Native education. Early literacy initiatives, 
Technology integration. Home education, and such factors as sparsity and distance from a 
major centre. A school board may transfer particular grant monies within this block from one 
instructional area to another “subject to program goals being met.” A board may transfer up 
to 2% of the Instructional block monies to the plant operations and maintenance or 
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transportation components of the Support block. A board may transfer monies into this block 
from the support block. 

The support block provides for the reasonable costs of plant operations and 
maintenance, board governance, system administration, student transportation and boarding 
students away from home. This block contains grants relating to: plant operations and 
maintenance, board governance and administration, and student transportation. 

Funding relating to Board governance and administration is according to a formula 
which grants a minimum amount of 4% of the sum of the amounts in the Instruction block + 
the amount in the operations and maintenance grants + the amount in the transportation grants. 
All boards with more that 6,000 students or more receive the 4% allocation and those with 
fewer than 2,000 students receive a 6% allocation. Those between 2,000 and 6,000 receive a 
grant based on a graduated calculation. 

A school board is permitted to transfer any money it wishes, out of this block and into 
the Instruction block. A board may transfer up to 2% of the Instruction block monies to the 
plant operations and maintenance or transportation areas within this block. 

The capital block contains grants relating to: the building quality restoration program, 
debt retirement, school capital projects, and temporary leasing of school facilities. School 
boards may not transfer monies into or out of this block. Eligibility for funding within this 
block is always subject to approval of the School Facilities Branch of the Ministry. 



The Latest from Government 

In the next three years the government will ' reinvest $98.7 million in K.-1 2 
education, $200 million to increase grants, $194 million for anticipated enrollment growth, 
$66 million for a school performance incentive program, and $26 million for a cross- 
department student health initiative. In the 1999-2000 school year spending will be $3.36 
billion: $2,527 billion for instruction block, $553 million for support block, and $140 million 
for capital block. 

Figure 1: Ed Budget Allocations 1999-2000 (millions) 




■ Support ■ Teacher Pensions 0 Capital 

El Private Schools ■ Ministry BLRDC 

■ Instruction 



er|c 



32 



25 



The school performance incentive program will provide funding to school boards based 
on improvement targets in student learning at the jurisdiction level. Key performance 
indicators such as provincial achievement test and diploma exam results, and high school 
graduation rates, will help determine the allocation of this funding. The program also 
accommodates a number of locally determined performance indicators. However, this program 
is not a ranking system. Jurisdictions will be measured against their own room for 
improvement as assessed against their own previous performance. All public and separate 
school jurisdictions are eligible. The program will be implemented in the upcoming school 
year. School boards that earn an award will receive the additional funding in 2000-2001. 

Issues and Concerns 

• A general, widespread belief that the entire system is still significantly 
underfunded. Per pupil spending, in constant 1986 dollars haye decreased notably 
in the past decade from $4,772 in 1988-89 to $4,3 10 per student in 1999. This 
figure may be inaccurately high as the enrollment figures on which it is based is at 
least 30,000 below actual numbers! 

• School boards have very little discretion as to how to spend monies. The block 
funding and the conditional or matching grants substantially reduce boards’ 
abilities to establish and meet local priorities. 

• The question of removing the right to tax from school boards is still in the courts 
and in the case of separate schools boards, may be an issue for some time. 

• Average salaries for teachers, in constant ‘92-’93 dollars are lower than they were 
in ‘92-’93. 

• The pupil-teacher ratio stands at 1 8.07: 1 compared to 1 7.22: 1 in 1 985-’ 86. This 
figure peaked in ‘94-’95 at 18.23:1 and has been dropping since then. It is 
anticipated, however that it will increase again this fall as many school boards will 
be forced to reduce numbers of teachers due to financial shortfalls caused, at least 
partly by contract settlements. 

• In March 1 999 more than half of Alberta teachers were working without contracts 
for the 1 998-99 year. 

• A majority of Alberta’s school boards have reported deficits despite being required 
by law to operate within balanced budgets. 

• There has been a huge increase in the amount of fund-raising activities that school 
communities are obliged to engage in. Many school systems report that they obtain 
“school generated” revenue that amounts to as much as 7% or 8% of the total they 
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receive in the Instruction block, and some report as high as 10% in this category. 
Some districts also report thousands of dollars in revenue from “gifts or donations.” 

• Serious concern regarding facilities. There is a shortage of schools in newly 
developed areas. A significant number of schools are very old and require 
considerable renovation. Of approximately 1500 schools reported on in a recent 
study, over 500 were more that 35 years old, and more than 100 were over 45 years 
old. Fewer that 300 had been built in the last 20 years. 
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CALIFORNIA 



School Funding and Education Reform in California, 1999 

Lawrence O.Picus 
University ofSouthem California 

Introduction 

In November, 1998, California’s voters elected Gray Davis governor. The election 
campaign focused heavily on education, and Davis promised to be a strong leader in support 
of school reform and accountability across the state. This theme resonated well with the 
voters who felt that schools in the Golden State were in dire need of improvement. As a sign 
of their readiness to support schools, voters approved a $9.2 billion bond measure for school 
construction. Of that total, $6 billion is to be devoted to the construction of K-12 schools. 

The task ahead is not easy. Over 5.5 million children are expected to enroll in the 
state's K-12 public schools in the 1999-00 school year. More than a quarter of these children 
come from homes where the income is below the poverty level, and some 1 .5 million do not 
speak English as their primary language. Moreover, despite substantial gains in per-pupil 
spending in the last two or three years as California's economy as rebounded from the 
recession of the early 1990s, spending levels remain low compared to the rest of the nation. 

At the same time, student test scores, when available, lag behind expectations. In the 
recent NAEP reading test, California's school children scored lower than 37 of the 39 states 
that participated in the state level analysis. A standardized state- wide test, the Stanford 9, 
was given to all students for the first time during the 1998-99 school year, but because of the 
political fallout over past tests, there is no baseline to which these scores can be adequately 
compared. 

Recognizing the profound need for education reform, Governor Davis has called the 
Legislature into special session to deal with these important issues. The special session runs 
concurrently with the regular session of the Legislature. The advantage to calling a special 
session is that legislation enacted during the special session takes effect 90 days after the 
special session ends, whereas laws enacted during a regular session of the Legislature do not 
become effective until January 1 of the following year. Enacting these reforms poses a major 
challenge to state educational policy makers and leaders. The purpose of this paper is to 
describe the proposed reforms being considered by the legislature and to put the proposals 
into a fiscal context. Despite a proposed 1999-00 K-12 budget of $42.9 billion, California 
remains a relatively low spending state for education. The implications of that relatively low 
spending on the success of the proposed reforms is critical. Therefore, the second part of this 
paper updates the current status of school finance in California. 

In addition to describing the general fiscal standing of the school system, the paper 
describes recent changes to the finance system including the impact of the state's class size 
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reduction program, a new funding model for special education, and how changes in 
attendance accounting are likely to impact future reform efforts. 

Proposals for Education Reform 

Governor Davis' proposal for education reform was included in a $444 million 
package called READ (Raising Expectations, Achievement and Development in Schools). 
Four bills, as well as a number of budget bills were introduced by the Governor and his 
supporters to implement the READ program. A number of other bills focusing on teacher 
competency and accountability have been introduced by the Republican minority in both 
houses of the Legislature. The four major reform bills, focus on improvement of reading 
skills, professional quality and school accountability. The discussion that follows is current 
as of early March, 1999 and will undoubtedly change before the legislation is fully enacted. 

Reading 

The 1999-00 budget proposal contain includes $186 million for a number of reading 
initiatives. Of particular import during the special session on school reform is a $75 million 
program called the Elementary School Intensive Reading Program. This program will focus 
its resources on students in grades K-4 who are having the most difficulty learning to read. 
Among the components of this program are: 

• Funds for the University of California to develop teacher and school administrator 

preparation programs. v 

• Establishment of Reading Professional Development Institutes operated by the University 
of California. The Governor is hoping to improve teacher training at the University of 
California to compliment the teacher education programs at the California State 
University System. 

• A public involvement reading campaign to encourage family participation in reading. 

• ’-A reading award program that would grant as much as $5,000 to schools where students 
4-read the greatest number of approved books. 

Teacher Quality 

In an effort to improve the skills of California's teachers, legislation was introduced to 
establish the Peer Assistance and Review Program for Teachers. The goal of this program, 
according to the Governor, is to foster constructive communications among teachers, not to 
simply identify poor teachers (Howell & Carlos, 1999a). An interesting feature of the 
proposal so far is that the Peer Assistance and Review Program would be subject to 
collective bargaining between school districts and the union representing its teachers. To 
insure that districts participate in the program, initial versions of this legislation contain the 
provision that districts not participating in this peer assistance would lose the cost of living 
adjustment to their revenue limit — a substantial amount of money. 
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To pay for this program, the California Mentor Teacher Program, established through 
Senate Bill 813 in 1983, would be eliminated and the funds used to pay mentor teachers 
redirected to this program. 

As envisioned, the Peer Assistance and Review Program raises a number of questions 
about how teachers will be evaluated, and for now does not address the role of student 
performance assessments in teacher evaluation. How this will be resolved was not clear as of 
March 1999. 

School Accountability 

Holding schools accountable is a critical policy concern in California. Two bills 
introduced on behalf of the Governor for the special session deal 'specifically with this issue. 
The proposal calls for the development of an Academic Performance Index and interventions 
for under performing schools. 

Academic Performance Index * 

The Academic Performance Index is envisioned as a single index number that would 
essentially rank each of the 8,000 plus public schools in California. The index would include 
a number of factors, although the Governor has proposed that 60 percent of the index be the 
results of the state- wide standardized test - STAR. The other 40 percent could include such 
things as attendance rates, graduation rates and other indicators. A school would be expected 
to tar get improvement in the performance index of at least five percent a year. 

Interventions 

At this point the accountability program is mostly one of sanctions for poor 
performance. Prior to the establishment of the Performance Index, schools that scored below 
the 50 th percentile on the STAR test would be subject to interventions. Initially, this would 
allow them to apply for $25,000 to $50,000 planning grants to improve their schools. If 
approved, state funding of as much as $150 per student would be available to the schools. 

Schools that failed to meet their growth targets would be reviewed at public meetings 
and the school board and an external evaluator might be granted authority to make changes in 
personnel assignments and negotiate changes to collective barraging agreements aimed at 
helping the school reach its performance improvement goals. 

If the goals are not met in the second year, the school would be labeled "educationally 
deficient" and the Superintendent of Public Instruction, along with the State Board and the 
local district could reassign the principal. Other potential sanction could include allowing 
students to switch schools, reassigning staff, making district management changes including 
appointment of a new superintendent and suspension of the board's authority (Howell and 
Carlos, 1999). 
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High Performing Schools 



The Governor has proposed establishment of $125 million in incentives for schools 
that meet and/or surpass their performance targets. Awards would be given to schools in 
amounts pot to exceed $150 per student. Greater flexibility in the use of categorical funds is 
also being considered as part of this program. 

High School Exit Exam 

The final part of the Governor's proposals relates to student accountability. One of 
the bills would require the development of a high school exit examination. Be ginnin g in 
20002-03 all students would have to pass the exam to earn their high school diploma. It 
should be pointed out that as of March 1999, when this was written, none of the proposals 
had been enacted into law. The potential for dramatic change in the form of the program 
remains high. 



The Fiscal Status of California Education 

This section of the paper describes the current fiscal condition of California's schools. 
As such, it continues the analyses done as part of this series since 1993 (see for example, 
Picus, 1993; Picus 1995; Picus, 1996 and Picus 1997). This section therefore focuses on the 
Governor's budget proposal for K-12 education and the implications for enacting the reforms 
described above. It also contains brief descriptions of the new special education and 
attendance accounting systems. 

The 1999-2000 Education Budget 

The Governor's proposed budget for K-12 education for 1999-2000 amounts to $42.9 
Billion. Revenues for K-12 education come from a number of state, local and Federal 
sources as displayed in Figure 1. The figure shows that the state contributes the lion's share 
of funding for schools. Moreover, since the Legislature also determines how property taxes 
are-distributed among jurisdictions, in reality, the state also controls property taxes that go to 
schools. In short, something like 80 percent of total revenue comes from the state or is 
controlled by the state. 

The largest single piece of the $42.9 Billion is for Proposition 98 funding. Passed by 
the voters in 1988, Proposition 98 guarantees a minimum level of revenue for the schools 
from the state. This consists of state general fund contributions and property tax collections 
for a total of $33.12 billion in the proposed 1999-00 budget. The Proposition 98 funding is 
estimated to be $5,944 per pupil in Average Daily Attendance in the state. This figure is 
substantially below the average for the nation. Figure 2 shows graphically how California's 
per pupil expenditures have compared with national averages between 1971-72 and 1997-98. 
As that figure shows, over time, the gap between California spending and the national 
average has grown. 
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Approximately 30 percent of total state funds are distributed to local school districts 
through categorical programs. There are some 70 different categorical programs in the state, 
the largest being special education and the class size reduction program. The state 
contribution to special education costs is estimated to be $2.2 billion in 1999-00, and the 
class size reduction program - which provides funding to lower the class size in grades K-3 
to no more than 20 students will cost a total of $ 1 .54 billion. 

Special Education Funding 

In 1997, the California Legislature changed the way special education is funded. The 
system established under Assembly Bill 602 (Chapter 854/1977) shifts funding for special 
education from a reimbursement model based on services provided with costs reimbursed at 
a rate determined on the basis of expenditures nearly 20 years ago. The old model was 
needlessly complex. Moreover, since the base year where expenditures by.type of program 
were determined, allowable reimbursements had been increased on the basis of a COLA that 
did not keep up with inflation. Moreover, the process did not recognize changes in the way 
services are provided to children with disabilities, resulting in most districts spending money 
from their general funds to fully fund special education services. Under the new model, 
districts are granted special education money on the basis of a fixed percentage of their 
enrollment. The amount of money they receive is determined on the basis of a complex cost 
formula. Theoretically, a dollar amount per district ADA is estimated and provided to the 
district to use for special education services. Because the state has a complex system of 
Special Education Local Plan Agreements (SELPAs) which overlap school district 
boundaries I many locations, the law created a very complex procedure to move to the new 
system over a two year period. 

Attendance Accounting 

Until this year (1998-99), a district's average daily attendance (ADA) was based on 
the number of students present plus the number with excused absences. Starting in 1 998-99 
ADA is based only on students who are present. This has the effect of reducing a districts 
ADA. To keep districts from losing funds under the revenue limit funding system 
(essentially a foundation program), an adjustment to each districts revenue limit was made 
so that if attendance rates remain constant from one year to the next, they would receive the 
same revenue per ADA adjusted by the 1998-99 COLA. Over time this will change the 
incentives for districts to encourage school attendance. ' 

Conclusion 

Governor Davis 1999-00 budget proposal includes new funding for his school reform 
initiatives, but beyond that has little in the way of new funding initiatives. California school 
finance, despite a number of recent changes designed to reduce its complexity remains 
confusing, complex and difficult for most school officials to understand. If school officials 
and policy makers have trouble understanding the system, it is unlikely that many members 
of the public are able to understand how the state's schools receive their funding. Continued 
simplification of the distribution formulas is needed. 
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DELEWARE 



Accountability and Reform in Delaware 
Yasser Nakib 

The George Washington University 
Overview 

Delaware, like many other states is currently undergoing many initiatives and 
proposals of educational reform that promise to significantly transform its K- 12 educational 
system. The highlight for the year 1999 has been the attempt to pass very ambitious and 
politically charged Accountability guidelines, especially those establishing the 
responsibilities for educators using refined and critical, although controversial, measures. A 
small state with only 1 9 school districts, Delaware is very much similar to other states in the 
dynamics and complexities of the economic, political and social structures that shape its state 
educational policies. The reform initiatives that started early in this decade and are continuing 
owing to the vigor of the state governor and the eagerness of the state legislatures, have 
certainly created an aura of change and a sense of urgency to meet the needs and establish the 
responsibilities of the state's educational system, as it serves a growing student population 
well into the next century. Although some of those reforms have been swift achieving 
qualified success, many remain slow in their adoption and implementation, not to mention 
their effectiveness. The state government is forging ahead by mandating comprehensive and 
quite ambitious accountability guidelines. In a state where government currently provides 
almost two-third of school handing, the latest economic windfall has not only allowed the 
funding of most of the legislated reforms, but also contributed to the acceptance of most of 
these reforms which would otherwise be hard to adopt. Likewise, the existence of a state 
budget surplus has spurred many radical proposals that would reshape the way K-12 
education is funded. Substantive reforms to the way state-provided school funds are 
distributed remain, however, elusive. 

Delaware is the second smallest state in the nation, is 4 th smallest in population 
(nearly 739,000), but the 7 th most densely populated state. Public Education, as in most other 
states, consumes the highest percentage of state funds (34.1%). In 1997-98, the state enrolled 
1 1 1 ,960 pupils (48 tb in the nation) in 1 74 public schools within the 1 9 school districts in its 3 
counties. Of those schools, 31 are high schools, 114 are elementary and middle, 17 are early 
education, and 14n are special education schools. About 37 percent of enrolled pupils are 
considered minority, and about 13 percent are enrolled in special education programs. The 
state employs 7,991 professional staff, of whom 6,794 are classroom teachers (85%). Of the 
classroom teachers, 47.4 percent hold masters level and higher degrees. With about 15.1 
years of experience, they earn an average salary of $42,439 (12 in the nation). Current 1997- 
98 expenditures of $7,234 per pupil for public elementary and secondary schools ranked 
Delaware 7 th in the nation. The state provides higher than average support for public K-12 
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education (66.5%), making up for the relatively low contribution by local governments 
(28.1%). Federal revenue provides the remaining 5.3%. 1 

After over a decade of declining K-12 public school enrollment between 1975 and 
1985, the state experienced a reversal of trend over the next eleven years with an average of 
about 1 .6% growth each year. However over the same period, classroom teaching staff 
increased by only 1.3% overall, with a relatively higher proportion employed in special rather 
than regular instructional programs. As a result, estimates of regular class size as revealed by 
the pupil-to-teacher ratio have increased. This lead to the recent reform initiative to reduce 
the average class size. The state legislature and the governor have been exceptionally active 
during the last three years in proposing and implementing various reforms to the structure and 
the process, which pays for educational services. The state is also currently undergoing a 
process of debate and analysis of the methods by which education funds are raised and 
distributed. This is occurring while the state is still dealing with the adoption of other reforms 
that' include new and comprehensive educational standards, accountability, and school choice. 
The impact of these reforms has focused attention on many finance related issues, primarily 
the way the state has been providing funds for its public school system and the role of 
accountability at the local level. 



The School Funding Process 

State support for public schools in Delaware is provided through state General 
Revenue funds with no earmarked taxes or fees for education. Funding revenue and 
distribution are primarily determined by five major components (School District Operation 
funds); three are termed “divisions”, and two cover some of the districts' transportation and 
debt service costs. Division I, is the primary component that is determined by enrollment, 
through a "unit" (primarily the equivalent of the number of students per staff) funding system. 
It drives the allocation of personnel (weighted “units” based on Average Daily Membership) 
that eventually determines the primary component of funding depending on a state salaries 
and benefits scale. 2 In 1998-99, this fund provided nearly 76 percent of total state 
appropriations to districts, which pays roughly 70 percent of all districts' personnel 
expenditures, ranging from teaching to administrative to support staff. The second 
component of the formula, Division II, funds all other school costs (excluding transportation 
and debt service) such as material, supplies, and energy costs. Those funds are flat grants 
based on “units” of enrollment. The third component. Division HI, is an equalizing fund used 
to compensate for fund-raising disparities between property rich and poor districts. 
Equalization funds are distributed in an inverse relationship to local property wealth based on 
enrollment. These are incrementally capped at a certain percentage for a given level of 
property wealth using an ability index. Districts have a considerable discretion in their usage, 
although those funds only amount to about 8 percent of total state appropriations. The 

1 Expenditure figures provided in this chapter are actual figures drawn from Report of Education Statistics: 
1997-98, while rankings are drawn from slightly adjusted figures/estimates in 1996-97 Estimates of School 
Statistics . 

2 Delaware Code, Title 14. 
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average appropriation for all the three Divisions per "unit" amounted to roughly $51,580 in 
1 998-99. Transportation funds fully compensate districts for their estimated cost of 
transportation using a annually established formula by the State Board of Education. Debt 
service funds compensate for the state's share (based on a predetermined formula rate) of the 
cost of principal and interest on bonds issued for school construction and renovation. 
Additional special and categorical funding is provided to cover capital outlay (based on an 
ability index formula), academic excellence units, and other operational programs that change 
each funding year. 

For 1998-99, salaries and benefits consumed the bulk of total state appropriations 
(58.7%), followed by the district wealth equalization fund (8.1%) followed by transportation 
(7.8%). Appropriation for Division II (energy, material and supplies) consumed 5.7% of total 
state appropriations. Block Grants for functions such as academic units,'. adult education, and 
professional accountability and advancement funds followed at 5.6%* Special needs programs 
(5.1%) followed those. "Other" functions such as K-12 pass through and driver training 
absorbed the remaining 9 percent of total state K-12 appropriations that amounted to 
$637,513,900. Delaware’s 19 local school districts (3 of which are vocational-tech districts) 
are autonomous in their taxing authority. Local school districts are required to raise the bulk 
of their share (for current operating expenses) through district- wide referenda. They are also 
allowed to charge “tuition” taxes for special education programs, although without referenda. 
Their responsibilities also include raising funds to cover their share of current expenditures, 
debt services, and the “major” and “minor” capital improvement funds that finance 
construction and maintenance of building structures. Capital improvement funding by the 
state varies with a district’s ability to raise funds. While the vo-tech districts’ capital costs are 
fully covered by the state, most of the other districts (based on their ability index) are 
required to raise 40 percent of the Capital Improvement Funds. No district (regardless of 
wealth) is allowed to contribute less than 20 percent. Approval of local referenda allows 
district authorities to set property tax rates sufficient to pay for bonded expenses (capped at 
10 percent of the district’s assessed property value). Districts are limited to only two 
scheduled referenda within a 12-months period. Local school district funds are derived from 
the property tax collected using either tax rates expressed per $100 assessed valuation or a 
capitation (or head) tax, used in a few school districts in Kent and Sussex Counties. 

School Reform Initiatives and School Finance 



The 1 999 General Assembly was again exceptionally active in matters having direct 
impact on the state educational funding system. Activities ranged from defining and adopting 
multi-faceted accountability measures to fine tuning existing school funding methods as 
impacted by some of the reforms. The most sweeping and contentious reform was the attempt 
at adopting comprehensive and detailed accountability guidelines for all stakeholders, 
including teachers. The other profound reform proposal was the attempt to revamp the school 
funding process by abolishing the local property tax and substitute its revenue with state 
provided funds. Despite the relatively and comparably low reliance on local effort to fund 
educational programs in the state, local funds are nonetheless a crucial source for meeting the 
needs of districts, not only in making up their share of funding, such as paying for the 
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remaining salary and benefit costs, but also in implementing worthy programs that are not 
otherwise funded by state or federal sources. 

Local Districts have been facing two major problems in raising local funds. Existing 
property taxes are not only notoriously non-uniform across districts, but also non-uniform in 
their methods of assessment. One county relies on basing its assessment structure on property 
values dating back to 1974. Because property taxes must be approved by public referenda, 
many school districts have been experiencing difficulties in raising their share of funds. In 
some districts, referenda repeatedly failed to pass recently, leaving necessary programs under- 
funded. A recent survey (Delaware Research and Development Center, 1996) indicated that 
more than half of Delaware residents believed that their district’s funds are not well spent. 
This has in many cases played a major factor in the defeat of quite a few recent district tax 
referenda. While equity of school funding in the state has not been a major concern, due 
primarily to the high proportion of the state's share of funding its public schools, the erosion 
of the reliability of referenda passage for local funding is evoking serious concerns, however. 
This, in turn, has created enough political pressure on the state legislature to look into 
revamping the current funding system. In fact, house Republications re-introduced a bill 
((HB-1; which failed in the 1998 legislative session) requiring the state to fully fund all of K- 
1 2 education, and to abolish local school district taxes in a phased-out five-year period. 
Although the same bill was seriously debated in the legislature during the 1998 session, it did 
not get the same level of attention during the 1999 session. That was primarily due to the 
threat of a veto by the governor if passed, and the recommendation against its proposal by the 
committee that was established by the 1 998 Legislature and charged with studying the 
various revenue alternatives. The bipartisan committee (headed by the state commissioner of 
finance and staffed by key players) recommended to the 1999 Legislature some reforms to the 
property tax, including enhancing equity of property assessment among the districts and 
reducing some of the tax rates. The committee also proposed a revised approach in providing 
equalization funding (Division HI) to enhance equity by having the state contribute more into 
a foundation funding pool in the equalization fund, thereby reducing the required local effort, 
especially for property poor districts. The final report of the committee did not support the 
abolishment of the property tax, despite the current state budget surplus that would pay for 
the phased-out cost. The governor, as a compromise with the legislative majority, proposed a 
50spercent tax break on local school property tax for senior citizens and would make 
available an extra $27 million for school construction. The Legislature met in a special 
session late during the summer of 1999, and passed a $30 Million new bond bill that allows 
district boards to determine how to use their share of these new funds in reducing the local 
property tax. Districts have the option of using the funds for tax cuts for senior citizens or for 
any projects except major capital improvements or debt service. The money can be used for 
the local share of salaries, education technology, minor capital improvements or classroom 
equipment. In effect this bill provides some relief to some referenda-stricken districts, 
although it would still amount to only a small portion of the needed operating expenses of 
some districts. 

Other measures that impact schools funding in the state were mostly enacted in 1998. 
The most significant among them is the reduction in class size for early grades and its impact 
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on unit funding in the funding formula. The bill (HB758) lowers the required unit fund for 
Kindergarten grades from 1 unit per 40 pupils to 1 unit per 34.8 pupils, and from limit per 1 9 
pupils to 1 unit per 17.4 pupils for grades 1-3. It also permits school districts to use up to 5% 
of teaching units for instructional aides. It requires districts to cap class size in K-3 in which 
core academic subjects are taught to 22 unless waived by the local school board. A related 
legislative bill (SB334) that would have provided 100 percent funding for constructing 
additional classrooms needed as a result of this bill was debated but was not acted on. Many 
local education officials have expressed concern about their ability to absorb the required 
costs, especially with existing problems in raising local fund and finding the qualified 
teachers to staff the additional required classrooms. There were bills that were introduced to 
the 1999 Assembly that would further reduce the class-size for all grades, and others that 
would compensate districts for the bulk of their school construction cost as a result of the 
class size reduction effort. Those bills did not pass. . 

The most significant reform that has proven to be contentious this year has been the 
fine tuning of the Accountability Act of 1998, that promises to significantly change K-12 
education in the state through sweeping measures. The Bill that passed (Substitute 1 for SB 
250) was a culmination of a long and litigious process that involved all major political 
players, as well as the general public for over a two-year period. It spells out the 
responsibilities of students, schools, teachers, administrators and the state Department of 
Education in achieving those standards. Under this Act, schools and school districts that 
perform well would be recognized, while schools and school districts whose performance is 
deficient would be held accountable under the auspices of their local school boards. The Act 
intensifies the state role by providing the needed support for low performing schools and 
districts in helping them improve their performance. The Act also intends to eliminate social 
promotion practices by requiring grades 3, 5, 8 and 10 students who do not perform at 
standards level in both reading and math, to attend summer school. If students were to still 
fail in demonstrating grade level proficiency after that, they would be held back. 8th-grade 
students must especially demonstrate their proficiency in mathematics before they move into 
high school. The state Department of Education is also required to establish criteria for 
ranking schools, and subsequently their home districts (using percentages), on the basis of 
their performance in improving the academic achievement of their students in the core 
subjects of English/Language Arts, mathematics, science, and social studies. The criteria 
consider the collective performance of a school's student body on the state assessment tests in 
these core subjects. 

As part of the law, the General Assembly directed the Secretary of Education to 
develop a proposal for an accountability system for public education. The Secretary 
appointed work groups to develop sets of recommendations about how Delaware should 
proceed. The task forces developed multi-faceted and far-reaching recommendations, 
especially in adopting policies of teacher professional development and accountability. Their 
work was not entirely heeded, as the governor and secretary of education issued their own 
plan of strict accountability measures that have been controversial and quite ambitious, 
particularly in their version of the teacher accountability measures that are tied to student 
performance standards. 



Until this year, many in Delaware hoped that the state's decade-long education-reform 
effort will generate enough changes that are needed for better education in the state. But the 
last installment of that effort — a measure to hold teachers accountable for student 
performance - stalled in a special session of the General Assembly in late October 1999. The 
legislation would have set up a professional standards board made up mostly of teachers. 

That board would issue rules for evaluating teachers and school administrators. A major 
component of the evaluation process would be student test scores, though the performance of 
pupils whose parents did not meet their responsibilities would be excluded. Starting in 2003, 
teachers who show a pattern of ineffective teaching under the standards could be fired. The 
bill also contains detailed and refined three-tiered process of teacher licensing and 
certification guidelines. During the October special session, legislators debated the makeup, 
authority and independence of a professional standards board, as well its ability to write rules 
fonteacher accountability. Complicating the effort of passing the bill was the fact it had some 
element linking student and teacher accountability. How to clearly extricate the 
responsibilities remains a hotly contested issue that threatens to derail the entire 
accountability movement. The issue was deferred to a later session that would most likely not 
happen till the next regular session in the spring 2000. The governor has threatened to bypass 
the General Assembly entirely, using regulatory powers to enact parts of his plan to make 
teachers responsible for student performance. 

Lawmakers also squabbled over how to deal with worried parents who complained 
that state tests alone shouldn't determine student progress, thereby reopening the student 
accountability issue. The student accountability law (that was passed last year with scant 
controversy) is scheduled to take effect during the next school year. The recent (Spring 1 999 ) 
test scores showed dismal performance for the state as a whole. The results of those tests 
were supposed to be partly used in comprising the benchmark for the accountability standard 
for subsequent years. As the teacher-accountability measures are being refined, student 
accountability for third, fifth, eighth, and tenth graders are supposed to be phased in starting 
next year and proceeding through the year 2004. Thousands of elementary and middle school 
students would have to attend summer school or be held back if they didn't meet academic 
standards in reading, writing and mathematics. This would have an exacerbating effect on 
some districts' capacities to deal with resulting added need for already scarce resources that 
aremot fully paid for by the state. 

It is hard to predict how Delaware's teacher-accountability proposal would affect 
efforts to recruit teachers. No other state has adopted such tough standards for teachers . 
Delaware has a critical need for qualified teachers, especially in the core content areas. It is 
also estimated that within five years, 40 percent of Delaware's teachers will be eligible for 
retirement (Carper and Metts, 1999). Earlier during the year the task force on teacher 
development reported on what the state should do to recruit more and better teachers, but the 

3 Four other states (Tennessee, Texas, Minnesota and North Carolina) have adopted teacher-evaluation systems 
that vary in incorporating student achievement as a measure. However none is as strong and explicit as 
Delaware's. 
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General Assembly funded only about one-quarter of its recommendations. Some of the 
recommendations by the task force, including a 15 percent raise in salaries for beginning 
teachers and the creation of salary supplements for skills, knowledge and extra 
responsibilities; were part of the now tabled bill that was introduced during the fall special 
session. 



Conclusion 

The Accountability Act, although significant as a policy, and for the first time 
establishing guidelines for each of the stakeholders; still remains a challenge for the state in 
its attempt to address the resulting needs of schools and districts. Under this Act, the plan for 
professional accountability - professional teaching standards, teacher recertification, 
evaluation, professional development, teacher skills requirements, and;employment practices 
for school adminis trators- all require a considerable commitment^ resources <that the state 
appears to provide in increments that might prove to be too little for some. As in many other 
states that are wrestling with implementing educational accountability reforms, Delaware is 
facing a considerable challenge in having to come up with practical plans and guidelines to 
meet the level of desired standards in a context with many obstacles. Aside from the political 
and administrative complexities that the proposed objectives face, the plan could prove to be 
quite costly over the long run. For example, it is not clear how much extra funding is required 
for students who are expected to be retained due to failure and eventually end up being longer 
in the system. There is also the issue of the extent of the cost of developing and enforcing a 
system of standards that is workable. The cost of class-size reduction in light of the dire need 
for qualified teachers primarily in the core content areas is especially concerning. 

Experiences in other states indicate that such cost has been underestimated (Brewer et. al., 
1999; and Picus and Tralli, 1998). From the district perspective, a major issue is whether they 
will be able to afford implementing the accountability program despite some the added 
stipulation to help build school capacities in areas such as professional training and 
availability of classroom space. Given the current funding structure, smaller districts face an 
additional challenge in meeting the funding requirements. The impact of many of the recent 
reforms, including the Accountability Act, will try the state districts’ capacities, especially 
when almost thirty percent of teacher salaries and benefits need to be raised locally and 
through referenda taxation. The recent recommendation by the Finance Reform Committee 
and the Legislature's attempt to provide funds to adjust the "equalization" component of the 
funding formula is certainly helpful to property-poor districts and improves on the equity of 
funding among districts. However, many in the state fear that unless there are more serious 
efforts to equalize the capacity of districts to raise funds so that they can afford the needed 
programs to implement the new reforms, it would be hard for many districts to achieve those 
reforms' objectives. 
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An Historical Perspective 

Eight years after the enactment of Florida’s reform legislation with emphasis on high 
student performance, funding mechanisms and budgeting processes are being more intensely 
addressed. Prior to the 1998 Legislative Sessions lawmakershad required that school 
advisory councils be created in every school in Florida’s 67 school districts (each district 
being a county). The lack of all schools having a school board approved school improvement 
plan could cause the district’s entire lottery funds allocation to be withheld. School advisory 
councils were to be created to conduct a needs assessment, develop a school improvement 
plan, and produce and publicly disseminate an accountability report containing the results of 
the implementation of the plan a year later. The councils however were “advisory” to the 
principal, the law read “Each school advisory council shall assist in the preparation and 
evaluation of the school improvement plan. . .and shall provide such assistance as the 
principal may request in preparing the school’s annual budget and plan as required” (Florida 
Statutes, 229 . 58 ( 2 )). 



In 1 997 the legislature attempted to more specifically link the school improvement 
plans and the expenditure of funds. The school’s accountability report was to be expanded to 
include a short, user friendly annual financial expenditure report. It required that each school 
district’s annual financial report contain information detailing how much money was 
available for public schools at the school, district and state levels from state and local dollars, 
lottery dollars, federal dollars and private donations. Further, the expenditures were to be 
reported as total expenditures per unweighted full-time equivalent student at the school level, 
and the like average expenditures at the district and state levels according to nine key areas: 

• Teachers and aides providing direct instruction by program 

• Substitute teachers 

• Other instructional personnel 

• Contracted instructional services 

• School Administration 

• Material, supplies and other operating capital outlay 

• Food services 

• Other support services 

• Operation and maintenance of the school plant 



1 This paper was prepared in April, 1999, before the Florida Legislature passed legislation enacting Governor 
Jeb Bush’s “A Plus Plan” which included a new set of performance measures as well as fiscal and institutional 



consequences that may result from failure to reach targeted objectives. 
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These new reporting requirements foreshadowed operational changes to come. 

Budget Involvement 

Presumably still not satisfied with the connection between the school improvement 
planning process and the expenditure of funds, a very aggressive 1998 legislature passed 
significant changes to Florida’s System of School Improvement and Accountability and they 
became law without the Governor’s signature. Again using lottery dollars as a lever, the law 
now stated that funds would be withheld from any district in which one or more schools did 
not comply with school advisory council membership requirements. A particular concern in 
this regard was that the majority of the members not be school board employees. 

School boards were directed to provide $10 per student (full-time-equivalent) to each 
school advisory council to be used for their school important planning efforts. In expanding 
therSchool advisory council’s role beyond advising the principal, the councils were 
empowered as the “sole body responsible for final decisionmaking at the school relating to 
implementation” (Florida Statutes, 229.58(1)) of statutes relating to the school improvement 
process. This authority became even more significant when their role in the budgeting 
process was changed. Rather than providing assistance to the principal upon request from the 
principal, by the 1 999-2000 school year, with the assistance of the Department of Education, 
each school advisory council is required to assist in the preparation of the school budget and 
the school improvement plan. The school improvement plan beginning in the year 1999- 
2000, must address issues relative to budget, training, instructional materials, technology, 
staffing, student support services, and other matters of resource allocation as determined by 
school board policy. 



On the Horizon 

The election of Florida’s first Republican governor since Reconstruction, a newly 
elected lieutenant governor who was the former Commissioner of Education and a former 
superintendent, while having a Republican controlled Senate and House of Representatives 
has set the stage for more reform. The Bush/Brogan A+ Plan for Education details the new 
administration’s top priority. Governor Jeb Bush’s proposed budget includes a proposed 6.12 
percent increase, or $643 million, for public schools, and concurrently providing $480 
million in school property tax relief for property owners. The average millage rate would 
drop by 1 1 percent from 6.5 mills to 5.792 mills. 

Again tying funding to the school improvement efforts, specifically improved student 
performance, funds would be provided to eliminate social promotion. A total of $3 13 has 
been recommended for districts to use on intensive instruction designed to help students meet 
promotion and graduation standards. As proposed, schools would have maximum freedom to 
use these funds for innovative programs in mathematics and reading. Schools will have the 
latitude to use the funds for such strategies as summer school, after school programs, tutoring 
or extended day programs. 
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A newly proposed plan to rate schools A-F, based in part on student achievement, 
could have effects on both ends of the school performance spectrum. Beginning next year, if 
approved, schools which receive an A, and those improving at least one grade based on 
student achievement, attendance, dropout rate, discipline and college readiness will be 
rewarded with up to $100 per student. The schools which are the highest performing and 
improving will further be rewarded by being deregulated, giving them the ability to manage 
their own budget and use innovative strategies. On the flip side, schools receiving a grade of 
F for two years would be subject to State Board of Education sanctions, and the parents of 
the students in that school would be given “opportunity scholarships” for their children. The 
“scholarships” could be used to send their children to higher performing schools or private 
schools. It is claimed that the “scholarships” will be revenue neutral or result in a saving for 
the school district and state. 

At the heart of Florida’s Education Reform and Accountability legislation, enacted in 
1991 , was the intent language of “returning the responsibility of education to those closest to 
the students, that is the schools, teachers, and parents” (Laws of Florida, 91-283). The 
mechanism for accomplishing this intent, and a critical factor in the passage of this 
legislation, was the reduction of the number of categoricals. Florida went from over fifty 
categorical programs to a hand full such as transportation, instructional materials and food 
service. The concept was that a system of school improvement and accountability would be 
put in place, standards would be set, measures would determine results and the processes 
used by schools districts would be their decision under local control. There appears to be a 
move away from this flexibility with proposed legislation. 

While the Bush/Brogan A+ Plan for Education increases overall dollars for Florida’s, 
the actual Base Student Allocation (the dollar amount used before weighting programs and 
other adjustments) would be decreased over the 1998-99 school year. Concerns have been 
raised that the proposed increased number of categoricals would reduce the flexibility in the 
expenditure of funds at both the school and district levels. These restrictions could occur in 
an all time high projected education budget close to $1 billion. 

Florida's Economy 

According to the most recent forecasts Florida can expect continued expansion and 
growth in most sectors of the state economy. The current economic expansion is over seven- 
and-a-half years old, making it the second longest economic expansion on record. Growth 
rates in total personal income are expected to increase by 5.8% in 1999-2000. The projected 
unemployment rate of 4.3% (continuing at the same rate as 1998-99) is the lowest 
unemployment rate in the past 15 years. Tourism continues to be robust, with the projected 
number of out-of-state visitors increasing by 1.7 million in 1999-2000, or 2.8 million over 
1997’s record level. The population growth rate continues to decline, down slightly in 1999- 
2000 from 1.8% to 1.7%. 

Officially, the 1999 Florida Legislature will have approximately $1,182.2 million in 
additional recurring General Revenue to spend over the current appropriations base, 
according to the Office of Economic and Demographic Research’s most recent (March 8, 
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1 999) financial outlook statement. The total available non-recurring General Revenue 
projected for 1999-2000 adds another $756.1 million, though this figure is $57.2 million less 
than the $813.3 million-level of non-recurring funds appropriated in 1998-99. In fact, there is 
a surplus of $573.8 million of unappropriated General Revenue in 1998-99, which is 
included in the $756.1 million non-recurring revenue available for appropriation in 1999- 
2000. The total additional General revenue (recurring and non-recurring) available for 
appropriation by the Legislature for 1999-2000 is approximately $1.94 billion. 

School Property Tax Relief 

Bush proposes rolling back the required local effort ad valorem property tax millage 
from the current 6.509 mills to 5.792 mills, the level required ten years ago, saving $480 
million for property-owning taxpayers. An estimated 3.7 million Florida homeowners would 
receive an average benefit of $40 per year and 330,000 commercial and industrial properties 
wauld save $418 annually. However, an additional $219.6 million isrequired to provide the 
savings anticipated, assuming the policy of support for public schools to be at the same level 
as in 1998-99. 



Matrix Funding for Exceptional Students 

Under the previous model (1994-1995) there were 1 5 separate exceptional student 
education cost factors and 3 mainstream cost factors. Florida’s system of exceptional student 
education funding was a traditional system based on student weighting factors. The cost 
factors were based on the student’s disability and were applied to only that portion of the 
school day that the ESE student received direct services from an exceptional student 
education teacher. The mainstream weights were unique to Florida. It was Florida’s initial 
attempt to provide funds to support exceptional student education students in the mainstream 
classes. The mainstream cost factors were included with basic program cost factors rather 
than with exceptional student education cost factors. The mainstream cost factors provided 
additional funds to basic education for the time that an ESE student spent in mainstream 
classes. What the 1992 Legislature found was a system that was getting too complicated and 
still not supporting the full continuum of services required by state and federal law. 

Policymakers determined that the new funding model should “be better for students, 
be-simplified and revenue neutral, provide support for the full-continuum of services and be 
outcomes driven.”(Florida Department of Education) . Based on these goals, an appointed 
committee recommended that the number of cost factors be reduced to 5 and that the 
weighting should be based on the amount of services a student needs rather than on his/her 
exceptionality. These cost factors would apply to the entire school week rather than to just 
those hours that the student was being served by an exceptional student education teacher. A 
Matrix of Services was developed to be used by trained teachers to determine the cost factor 
for each eligible ESE student. Eligibility continues to be based on state mandated criteria that 
define when a student has a specific disability. 

In 1997, the Legislature adopted the new funding model and began implementation 
statewide in July 1997. The authorizing legislation can be found in 1997 General 
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Appropriations Act and Chapter 97-307, Laws of Florida (Workforce Development Act). 
Section 236.024 of the Florida Statutes states the legislative intent of the new funding 
formula: 

The Legislature intends to: 

(1) Provide for implementation of the revised model for exceptional student 
education programs. 

(2) Simplify the Florida Educational Finance Program by reducing the number of 
program cost factors to provide greater flexibility at the local level in the use 
of the funds, 

(3) Provide for allocating funds for kindergarten through grade 12 and adult 
programs separately. 

(4) Continue to make progress in reducing the range of disparity in total potential 
funds available per full-time equivalent student. (236.024 F.S.) 

Section 236.025 of the Florida Statutes states: 

(2)(a) The revised funding model uses five Florida Education Finance 
Program cost factors for exceptional student education programs. Cost factors 
are determined by using a matrix of services to document the services that 
each exceptional student will receive. The nature and intensity of the services 
indicated on the matrix shall be consistent with the services described in each 
exceptional student’s individual education plan. 

(b) . . . Nothing listed in the matrix shall be construed as limiting the services 
a school district must provide in order to ensure that exceptional 
students are provided a free, appropriate public education. (236.025 
F.S.) 

The Matrix of Services is the “cornerstone” of Florida’s new exceptional student 
education funding model. It is used to determine the cost factor for each eligible exceptional 
student education student. The Matrix of Services is completed based on the individual 
student’s individual education plan (IEP), family support plan or educational plan (EP). The 
Matrix of Services is divided into five domains: Curriculum and Learning, Social-Emotional, 
Independent functioning, Health, and Communication. Each domain is divided into five 
levels of service, see Appendix B. Each level of service contains several descriptors of 
service options. Based on the IEP, family support plan, or EP, the teacher checks the services 
that the student will be receiving. The points are then added together to determine the 
student’s cost factor (251, 252, 253, 254, or 255). Under the previous funding formula cost 
factors were applied to only that portion of the day that the student received direct services 
from an exceptional student education teacher. Under the new system the cost factor is 
applied to the entire school week. This allows more flexibility in the provision of services to 
exceptional education students. 
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Summary 



The state s deliberations are far from over. The state has undergone considerable 
turnover in political leadership as a result of the November 1998 elections. The new 
Republican governor, Jeb Bush, replaced two-term Democratic incumbent, Lawton Chiles. 
Frank Brogran, the former Commissioner of Education who appointed the district advisory 
committee, was Bush’s running mate and is now Lt. Governor. The state has a newly elected 
Commissioner of Education, Tom Gallagher. Governor Bush’s A Plus Plan, currently under 
debate in the legislature, includes a new set of performance measures as well as fiscal and 
institutional consequences that may result from failure to reach targeted objectives. The 
success of the A Plus Plan will dictate to a large degree the path of educational reform in 
Florida. 
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GEORGIA 

Georgia School Finance: New Governor, New Issues 

Catherine C. Sielke 
The University of Georgia 

Georgia’s economy continues to boom; lottery receipts continue to grow; enrollment 
in K-12 education has increased by 25,000 for the past two years and has now reached 
1,357,000 FTE; and many local school systems have successfully passed Special Purpose 
Limited Option Sales Taxes (SPLOST). In November, Georgia voters elected Democrat 
Roy Barnes as the new Governor replacing Zell Miller (also a Democrat), who could not run 
for re-election. Under Miller’s leadership, lottery proceeds became constitutionally 
earmarked for education and the Hope scholarships came into being. 'Governor Barnes was 
successful in his first legislative session in seeing campaign promises of an enhanced 
homestead exemption, a taxpayer’s bill of rights, and die permission to appoint an education 
reform study commission fulfilled. This paper will briefly explore the ramifications of these 
developments. 

The General Assembly approved an appropriation of $5,017 billion for FY 2000 
representing an 6.59 percent increase ($310,272,604) over last year’s funding. Of the new 
funding, $282.7 million will be used to fund the Quality Basic Education (QBE) formula to 
accommodate the enrollment growth and a four percent increase in the minimum state 
teacher’s salary schedule. This four percent raise follows two years of six percent increases 
to the state minimum schedule; these actions have moved Georgia’s average teacher salaries 
to rank 21 st in the nation for 1997-98.' A littie over $40 million is required to increase the 
equalization grant under the QBE. There will be no increase in the 1999-2000 school year in 
the amounts earned per FTE in the funding formula other than to recognize the increase in 
salary. In prior years, transportation support has been decreased at the expense of other 
categorical funding. A shortfall in funding for 2000 has again fallen to the transportation 
categorical. The available dollars have dropped well below the formula specified in the 
Quality Basic Education Act, thereby increasing the cost to the local systems. 

Georgia lottery funds have enjoyed tremendous growth and have provided funds for 
pre-kindergarten programs, technology in the schools, and HOPE scholarships for college 
students. HOPE scholarships pay four years tuition (plus mandatory fees and a book 
allowance) to any Georgia public college, university or technical school for any resident 
student who had maintained at least a “B” average in high school. In 1997-98, 135,725 
students received $173.3 million in HOPE scholarships. In addition, $59.4 million in lottery 
proceeds have been appropriated for capital outlay needs in school systems experiencing 
exceptional growth. 




1 News in brief; A national roundup. (1999, July 14). Education Week, p. 4. 
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Four of Georgia’s counties rank among the top seven of the fastest growing counties 
in the United States 2 causing exceptional enrollment growth and the need for many new 
facilities. The state of Georgia has supported capital outlay projects through various state 
funding mechanisms based on need. The state issues general obligation bonds. To receive 
funding, the local school system must submit a long-range facilities plan. The amount of 
funds the system earns is based on local needs in relationship to statewide needs and the 
annual appropriation of the General Assembly. In FY99 the legislature appropriated $50.9 
million. The local system may allow these funds to accumulate or may use them 
immediately in conjunction with locally raised dollars. State and local shares are determined 
by the system’s ability to pay, which is defined as the property wealth per pupil. All systems 
are eligible for funding with the wealthiest paying up to 25 percent of the eligible 
construction costs and poorest paying 10 percent. Local funding comes from issuing bonds 
with voter approval ; the amount of the bonds may not exceed 10 percent of the system’s 
property value. Another source of revenue for capital outlay i§ the Special Purpose Local 
Option Sales Tax (SPLOST). 

The SPLOST was a 1996 constitutional amendment making it possible for local 
school systems to levy a one percent sales tax for five years with voter approval. Most 
systems are using these special purpose funds for capital outlay needs. As of October 1998, 
133 systems had SPLOSTs approved; 12 systems had them rejected and have not held 
subsequent referenda, and 35 systems have not held referenda. There is no equalization for 
this funding so that more urban and tourist areas are able to generate more revenue than the 
more rural areas. 

Legislation of a more ominous nature that was approved in the just completed 
General Assembly session are bills that increase the homestead exemption credit and create a 
“taxpayer’s bill of rights.” Currently Georgians enjoy a $2,000 exemption on the 40 percent 
assessed value of a home. The new legislation (House Bill 553) raises the exemption to 
$20,000 and will be phased in over a seven-year period. A companion piece of legislation 
calls for the “homeowner’s incentive adjustment for ad valorem property tax relief’ to be 
voted on as a constitutional amendment. School systems and other governmental entities will 
be~“held harmless” for this loss of revenue estimated at approximately $83 million for the 
first year. It is estimated, however, that due to growth in the number of homes and in the 
value of those homes the amount needed to fund the full exemption could exceed $900 
million within the seven year phase in period. 3 The fear is, of course, that funding will be 
directed away from the Quality Basic Education funding to support what will most likely be 
a very popular tax reduction package for all homeowners. Reduction in the state funding for 
schools would most likely cause local systems to increase millage, and a vicious cycle of tax 
breaks and millage increases may be the result. 

An equally ominous bill (Senate Bill 177) is the Property Taxpayers’ Bill of Rights. 
This legislation requires that the public have more information regarding assessments, 

2 Pace, D. (1999, March 12). Georgia counties rank among nation's fastest growing. Athens Banner Herald, 
Dl. 

3 Renort from the Capitol . (1999, February 15). Georgia School Superintendents Association. 
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especially increased assessments. The centerpiece of this legislation, however, is language 
requiring a rollback millage rate. The rate would represent the tax millage that would be 
necessary to raise the same amount of revenue after reassessments as the prior year s millage 
rate was able to raise before the reassessments, i.e. a device to limit revenue. 



School systems that find the need to set a mill rate higher than the roll-back millage 
must advertise and hold three public hearings. At least one hearing must be held between 
6:00 and 7:00 p.m. on a business weekday. The advertisement must appear in a newspaper 
of general circulation at least one week before the hearing and cannot be placed with the 

legal notices. The notice must include the heading: “Notice of property tax increase. An 

announcement of the hearing must also be made as a press release to the local media. Since 
Georgia school systems are allowed to levy up to 20 mills without voter approval (and only a 
few systems have reached this level), this new legislation should not negatively, impact 
revenues at this time. The required wording, however, does lend itself to anti-taxpayer 
rhetoric and could possibly create or intensify voter opposition to financially supporting 

schools. 



The Quality Basic Education Act was approved in 1985 and went into effect in 1986. 
The purpose of the Governor’s Education Reform Study Commission is to identify, evaluate, 
and report on items that most affect or could affect the attainment of a quality basic education 
for all students in grades K-12. Governor Barnes is chairing the commission and has selected 
64 committee members who are residents of Georgia and have interest and expertise in the 
field of education. The Quality Basic Education Act addresses the entire educational system, 
not just the funding mechanisms. The commission will review the original act and analyze 
the changes that have occurred over the past 1 5 years. Specifically, the commission is 
charged to review the QBE funding formula and categorical grants, to examine ways to 
increase coordination and cooperation between K-12 and higher education, to develop an 
accountability mechanism, and to develop strategies to improve school climate. In a press 
release announcing the appointments to the commission, Governor Barnes stated: I am 
counting on this group to shake up the educational system as it exists today in Georgia. We 
have been able to put together a group of people who are both experienced with and devoted 
to educational issues, and I know that they will be able to develop sound ideas that will help 
restore public confidence in our schools.” 4 The time line is short with the Commission 
expected to make its reports in December 1 999 and April 2000, at which time the legislation 
calls for abolishing the commission. 

The future holds many challenges for Georgia education. After years of incredible 
support for public education from the executive and legislative branches of government, it 
appears that Georgia’s politicians are looking to other states that have enacted more taxpayer 
friendly legislation for guidance. The QBE’s funding formula is complex, but it recognizes 
differing costs for differing student needs through its weighting system, it equalizes some of 
the mills that are levied by the local school systems, and allows for local choice to approve 
additional millage. Those who are sitting on the Governor’s commission hopefully will be 



The Georgia School Superintendents Association Website, www:gssa.gen.ga.us. 
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objective in their analysis and recognize the good that exists in Georgia s educational system 
while working to make it even better. 
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ILLINOIS 



Illinois’ 1998-99 School Finance Revisions: 

Where Did the Increased Funding Go? 1 

David Braskamp, G. Alfred Hess, Jr., and Micere Keels 
Center for Urban School Policy at Northwestern University 

With great media attention and encouragement, the Illinois General Assembly 
convened in special session late in 1997 to adopt legislation that would revise the state’s 
school finance system, raise some taxes on messages, gambling, and overdue taxes, enhance 
the management capacity of local school districts, and change the standards of teacher 
certification. The legislation was adopted with wide bi-partisan support on December 2, 

1 997 and signed into law by then Governor Jim Edgar two days later,. This policy analysis 
focuses on the effects of the school finance revisions on the state’s school funding system. 

The rhetoric about school finance reform in Illinois shifted dramatically from a focus 
on equity in the early 1990s to a focus on adequacy after 1995, reinforced by the failure of 
school finance litigation (See Hess, 1998). Funding adequacy was defined by the 1993 
bipartisan legislative Berman-Maitland Commission and set in 1997 at $4,225 per student. 
The General Assembly adopted that foundation level for the 1998-99 school year, and raised 
taxes so the General Assembly could appropriate an additional $535 million that year. 

In addition to the increased funding, the Illinois General Assembly also approved 
major changes to formula used to distribute Illinois General State Aid (GS A) funding. Those 
changes include the following: 

• The per pupil support (foundation) level was raised from $3,132 to $4,225. 

• The elimination of all grade level weighting. 

• The assumed calculation property tax rates were increased to 3.00% for unit districts, 
2.30% for elementary districts and 1.20% for high school districts. 

• The elimination of the “poverty” weighting and the establishment of a separate poverty 
grant for districts with concentrations of low income students at or above 20%. Four 
levels of concentration provide grants from $800 to $1,900 for each low income student. 



It is important to remember that Illinois has three types of school districts: unit, elementary, 
and high school districts. Unit districts serve student populations of kindergartners through 

twelfth-graders. Elementary districts only serve student populations of kindergartners 
through eight-graders. High school districts only serve ninth- through twelfth-graders. First, 
through the 1997-98 school year high school students and seventh- and eighth-grade students 



1 The research on which this article is based has been supported by a grant from the Joyce Foundation. The 
authors are grateful to the foundation for its support. However, the conclusions and opinions included are 
solely the responsibility of the authors and do not necessarily reflect positions of the officers or staff of The 
Joyce Foundation. 
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were weighted at 1 .25 and 1 .05 respectively in that GSA formula. Now kindergarten 
t ough sixth-grade students were weighted the same as high school and seventh- and eighth- 
grade students. Second, the minimum local property tax rate (the assumed calculation tax 
rate) was raised a few percentage points for each type of school district. Finally, funding for 
students m poverty changed in the new formula. In the old formula low income capped 
student counts were included in the overall student weighting. In the new formula, a separate 
formula for funding low income students was used. As a result of using the new low income 
student formula, GSA funding associated with low income students decreased in 1998-99 
As a consequence of these three formula changes, the distribution of GSA funds changed 
with the implementation of the formula first used for the 1998-99 school year. This paper 
will document the changes in the distribution of GSA funds in the school years before and 
after the implementation of the new funding formula. 

Impact of Formula Changes on Foundation Level 

The foundation level in the 1997-98 school year was $3,132 per student. With the 
mcreased funding, the new legislation promised a foundation level of $4,225 per student, an 
approximate increase of $1,100. In addition, school districts with higher concentrations of 
low income students would receive supplemental grants for each of these students. But, the 
described changes in the funding formula cause that purported increase to shrink. 

By eliminating the weighting for each upper grade and low income student, the 
legislature removed about 300,000 “students” in the 1997-98 school year from the funded 
student enrollment. This means that the number to be divided into the total resource of the 
foundation support was smaller, inflating the per pupil student amount. In fact, if the 
unweighted student count had been used to calculate the foundation level previously adopted 
for the 1997-98 school year, the foundation level would have been $3,463, rather than the 
reported $3,132. Thus the actual increase in the foundation level turns out to be 
approximately $775 per unweighted student. 

By raising the assumed calculation tax rate in the new formula, local districts were 
required to provide a larger share of the foundation level. For districts whose property tax 
rates were under the assumed calculation rate, those districts are required to raise their 
property tax rates or lose some GSA funding. For the many districts whose property tax rates 
areat or above their respective calculation property tax rate, they will have to use a larger 
part of their property tax to support their foundation funding instead of using those funds for 
non-foundation funding purposes. Since local districts not required to do so are not likely to 
raise their property tax rates to make this larger contribution, it means these districts will 
receive even less than the student weighting adjusted change of $775 per student and 
generally only receive around a $500 increase in GSA funding under the new formula 

The new school finance system will provide supplemental grants to districts with 
more than 20 percent of their students from low income homes. As the concentration of low 
income students rises, the dollars per student also increase on the assumption that more 
compensatory assistance is required when the concentration of low income students increases 
(for the effects of poverty on achievement, see Hess & Lauber, 1985; Hess & Greer, 1987). 



For this grant calculation, the “students” counted are the number of low income students 
within a district’s boundaries as determined by children living in poverty at the last (1990) 
federal census. 

School districts with less than 20% of their students from low income homes will 
loose all support for programs for these students under the new formula. Districts with fewer 
than 50% of their students from such families will generally receive less in supplemental 
grants than they received as a result of the weighting in the previous formula. For example, 
Chicago with about 46 % of its students counted as low income under the census definition 
(even though more than 80% of its students qualify for a free or reduced price lunch), 
received only about $180 million in supplemental grants in 1998-99. This amount is 
considerably less than $300 million received in 1997-98 as a result of the weighting in the 
prior formula. 

Where Did the Increased Funding Go? 
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Chart 1 

Median Unrestricted Revenue per ADA 
By District 




Elementary High School Unit 

|mFY1998 QFY1999] 



The intended impact of this revision of the state’s school finance system was to 
increase the funding of elementary school students. As indicated in the chart above, the 
increased funding of elementary school students was achieved in the school districts with 
elementary school students median funding in elementary, and unit districts statewide 
increased approximately $420 and $550 per student respectively. However, in high school 
districts, districts without any elementary school students, funding only increased 
approximately $120 per student. It appears that districts with elementary school students 
statewide received most of the increased funds, while high school districts received only 

minimal increases. Despite the increased funding of elementary and unit districts, their 

funding is still much less than the high school districts. This small closing of the resource 
gap was mostly fueled by the loss of weighting given to high school students in the Illinois 
GS A funding formula. 

Equity, in school funding terms, usually refers to whether similar students receive 
educational funding, regardless of what school they attend. In a totally equitable state school 
funding system, all regular students would receive the same funding. While this is the 
normal condition in most other countries, such equity is rare in die United States. Only in 
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Hawaii, where there is only one school district, are all students funded at the same level. 
However, there are a number of states in which the differences in school funding are very 
small, such as Minnesota, Montana, New Mexico, and California. By contrast, funding 
differences are quite large in Illinois. 



Table 1 

Equity Ratios for 5th and 95th Percentile Districts 
FY1998 and FY1999 (Both using ADA) 



District Type 


5th 


95th 


Ratio 


FY 1998 


Elementary 


3,428 


8,026 


2.34 


High School 


4,743 


12,757 


2.69 


Unit 


3,773 


5,577 


1.48 


FY 1999 


Elementary 


4,060 


8,208 


2.02 


High School 


4,835 


13,315 


2.75 


Unit 


4,351 


6,125 


1.41 



To determine if the new GSA funding formula was more equitable in its distribution 
of funding than the replaced GSA formula, we will examine the horizontal equity associated 
with each funding formula. To measure horizontal equity, it is necessary to measure the 
range of differences in funding available to similarly placed students, looking at the ends of 
the scale rather than comparing midpoints. One common measure is to compare the funding 
available to students at the 5 th and 95 th percentiles, excluding the few extreme cases on either 
end of the scale. This measure, frequently referred to as the federal register, is expressed as a 
ratio, in which the 5 th percentile district’s funding is designated as “1" and the 95 th percentile 
funding is a multiple of it. The minimal standard of this measure adopted by the Coalition 
for Educational Rights is 1.5: 1.0. The following table presents the total unrestricted revenue 
per student for the district with the 5 th and 95 th percentile student by district type and 
corresponding 95 th to 5 th student funding ratio. 

These data show a very mixed story about the equity of school funding in Illinois. 

The worst equity gap, within school district types, is in high school district. The lack of new 
funding corresponds with no real change in the equitable funding of high school districts 
from FY1998 to FY1999. The distribution of funding improved in the elementary school and 
unit districts. Elementary districts made the best improvement in moving toward a more 
equitable school funding. Unit district funding remained the district type within the 
recommended minimal level of funding equity. 

Conclusions 

For the 1998-99 school year, the Illinois General Assembly approved a different GSA 
funding formula and increased funding of $535 million dollars. Despite these improvements 
however, the inequities in funding between types of districts in Illinois was not that affected. 
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High school districts were the least impacted by the finance system revision and horizontal 
equity measures reflect this. Elementary and unit district equity was reduced after the 
implementation of the FY1999 revisions. Despite the gains made by elementary districts, the 
inequity between districts and regions in funding per pupil remains large enough that more 
interventions from the Illinois State legislature will be necessary to close the current funding 
inequity gaps. 
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Criteria for Judging the Impact of Eliminating Property 
Taxes as a Primary Source of School Revenue 

Neil D. Theobald 
Indiana University 

This paper first briefly updates the status of Indiana's system for funding K-l 2 
education. The first two sections address the strengths and weaknesses of the current funding 
system. The goal in these initial sections is to provide benchmarks for analyzing how 
changes in the sources of funding might impact K.-12 education in the state. The third 
section considers the implications of eliminating the property tax as a primary source of 
general aid revenue in Indiana. How might this change help ameliorate some of the 
weaknesses in the current formula? Equally important, what factors do state policy makers 
need to keep in mind when revising the state tax system in order that they retain the many 
strengths the current formula possesses. 

Strengths of the Indiana School Funding System 

In 1993, the General Assembly rewrote Indiana's school funding formula in order to 
provide more equal access to revenues among the state's 294 school corporations. While the 
new formula increased per-student revenue by about 10% in inflation-adjusted dollars 
between 1993 and 1999, a crucial issue when we consider a 10% real increase in revenue is 
who is receiving these additional funds. 

As Table 1 shows, Indiana’s school funding formula demonstrates vertical equity, the 
unequal treatment of unequals. The table compares two funding received by two groups of 
students in the state — minority students and poor students (those students who qualify for a 
free or reduced lunch) - to their White and non-poor counterparts. On average, minority and 
poor students are being educated by school corporations that are receiving more money than 
are the corporations educating White and non-poor students. In terms of current school 
finance litigation, this is a very important finding. 

Table 1 

Differences Between Groups of Students in 
Regular Education Revenue Per Student 
(An increase is an improvement in vertical equity) 




—♦—Average revenue difference batwoon minority and non-minority students 
-■-Average revenue difference between poor end non-poor students 
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Indiana’s school funding formula is also moving towards horizontal equity - the idea 
of treating equals equally. As Table 2 demonstrates, the largest share of the 1 0% revenue 
increase is going to the lowest revenue school corporations. These relatively poor 
corporations are receiving an annual average revenue increase that is double the 2.2% rate of 
inflation during this period. As you move to the right on Table 2 - towards the relatively 
wealthy school corporations - the rate of increase declines. The ability of the Indiana school 
funding formula to make the distribution of revenue across school corporations more equal 
while the formula is simultaneously disequalizing revenue in favor of poor and minority 
students is a vital strength. 



Table 2 

Regular Education Revenue Per Student Increase 
from 1993-1999 
by Decile 



5.0% 

2.5% 

0 . 0 % 



Note: School Corporations Sorted by 1993 Per Student Revenue 

Prior to 1994, general fund property tax rates varied widely across school 
corporations in Indiana with high-rate corporations paying more than double the rate of low- 
rate corporations. This issue of taxpayer inequity lay at the heart of the lawsuit that 
challenged the constitutionality of the state's previous school funding system ( Lake Central 
et al. v. State of Indiana etai, 1987). As Table 3 shows, the post- 1993 formula dramatically 
increases rates in very-low rate school corporations. As a result, property tax rates will be 
substantially more equal in 1999, especially on the bottom end. 




lowest 2nd 10% 3rd 10% 4th 10% 5th 10% 6th 10% 7th 10% 8th 10% 9th 10% Highest 



Table 3 

General Rnd Property Tax Ratelrcreasefran1993to1999 
by Decile 
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Weaknesses of the Indiana School Funding System 

The Indiana school funding formula has generated higher average general fund tax 
rates in each year from 1993 and 1999. In 1999, school corporations in Indiana levy general 
fund property tax rates that average $2.85 per $100 AV, a 9.1% increase since 1993 (see 
Table 4). The median property tax rate, though, remains relatively unchanged from year to 
year, with the exception of 1996 when it jumped 4%. The reason for this disparity in the 
trends for the mean and median tax rates is that the huge rate increases in the low-rate 
corporations pushes up the average but have much less effect on the median. In addition, for 
the 1997-99 biennium, it is important to recognize that nearly half of the 7 cent rate increase 
is created by the state’s assessment ratio adjustment factor and therefore is driven by local 
assessment practices that lie outside the school funding formula itself. 



Table 4 

General Fund Properly Tax Rates 
per $100 Reassessed Properly Values 
1993 to 1999 




Criteria for Judging Impact of Eliminating Property Tax 

This section seeks to put forward for discussion a set of criteria that policy makers 
can use in assessing the impact of replacing the property tax with an alternative revenue 
source — regardless whether it is a sales tax, an income tax, or some combination of the two. 

The first issue relates to how robust the sales or income tax is, with particular 
emphasis on its stability. The property tax is a veiy stable source of revenue - it produces a 
consistent revenue stream in good and bad economic times. One of the realities of school 
finance is that, in the short term at least, the demand for school services do not fall with dips 
in the economy — in fact, they tend to increase. Thus, the stability of any proposed 
alternative is a crucial issue. 
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Criteria 1: Will the alternative revenue source(s) provide all school corporations with 

fll WWW iti rx 4- .. a i. _ . # _ a a « a _ 



auinucui revenue 10 acme 
Findings About the Post-1993 
Indiana School Funding Formula 


ve state educational goals? 

Issues with Alternative 
Revenue Source(s) 


The formula provides increasing per student 
revenue, with the 1997 per student revenue 
level being slightly above the national 
average. 


Would income or sales taxes provide 
sufficient revenue to Indiana’s 
schools, especially during economic 
downturns? 


The formula distributes more revenue to 
minority and poor students. 


Should the Indiana School Funding 
Formula ensure that minority and 
poor students continue to receive a 
greater share of these alternative 
revenue sources? 


1 fre- formula is equalizing per student 
revenue. 


How would a shift from the property 
tax to the income or .sales tax affect 
the formula’s ability to continue the 
progress Indiana has made since 1993 
in equalizing per student revenue? 



The second issue relates to the earlier finding that poor and minority students receive 
a disproportionately large share of current revenue - should this continue to be the case if we 
revamp the tax structure? Along with this disequalization for poor and minority students, the 
formula is equalizing revenue across school corporations - how would a new formula affect 
our ability to continue this equalization trend? 



Criteria 2: Will the alternative revenue source(s) allocate responsibility for school 



Findings About the Post-1993 
Indiana School Funding Formula 


w — * uvuuui Wipui auuuo. 

Issues with Alternative 
Revenue Source(s) 


The formula provides a 2-to- 1 state-to-local 
instructional revenue share. 


a — L 

Do traditions of local control require some 
minimum local share of school revenue? 


The formula provides a 1997 state share that 
is ; slightly above the national average. 


How would a shift from the property tax 
to the income or sales tax affect Indiana’s 
ability to stay above the national average 
in state revenue share? 



The major issue with regard to Criteria 2 is the impact of any tax restructuring on 
traditional notions of local control of K.-12 education by school boards elected by, and 
accountable to, local tax payers. Do these traditions require some minimum local 
involvement in financing these schools? 

Will shifting from the property tax to the income or sales tax allow us to halt the 
increase in locally raised taxes for schools? Currently, although the formula has succeeded 
in bringing up rates at the bottom, urban and suburban corporations still pay rates well above 
the state average. How would a shift to an alternative revenue source affect these relative tax 
burdens? Finally, what makes the Indiana formula unique is that while it permits differences 
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in revenue per student, it matches tax rates to those differences so that higher revenue 
corporations pay higher rates while lower revenue corporations pay lower rates. Could a 
revised formula match local tax effort to local per-student revenue levels in this manner? 



Criteria 3: Will the alternative revenue source(s) improve taxpayer equity? 



Findings About the Post-1993 
Indiana School Funding Formula 


Issues with Alternative 
Revenue Source(s) 


The formula generates higher average general 
fund property tax rates. 


Would a shift from the property tax to 
the income or sales tax allow Indiana to 
halt the increase in locally raised taxes 
for schools? 


The formula brought property tax rates in very 
low rate school corporations closer to those ' 
prevailing in rest of state. Yet, the formula ' 
still generates 20% higher rates in urban 
school corporations than prevail in rest of 
state. 


How would a shift from the property tax 
to the income 'or sales tax affect tax 
burdens in different Types of Indiana 
school corporations? 


The formula permits differences in revenue 
per student but matches tax rates to those 
differences. 


Could a revised formula match local tax 
effort to local per-student revenue 
levels? 



Conclusion 

The property tax is very unpopular in Indiana. While taxpayer opposition is 
engendered by a variety of factors — including fairness problems due to assessment practices, 
local differences in property wealth, and the regressive nature of the property tax for low- 
income Hoosiers - the highly visible collection method contributes greatly to the perception 
that the tax is onerous. Property taxpayers in Indiana receive one tax notice per year, sales 
and income taxes are paid in a large number of small, and nearly much less visible, 
transactions. 

If the property tax is to survive as a primary source of school revenue in Indiana, 
supporters must highlight its strengths - it is a highly stable source of revenue that helps 
school corporations anticipate future tax revenue, it produces new revenue as additional 
homes are built, and it is hard to avoid. Yet, these supporters must also address how (1 ) 
property tax payments can be more closely related to the flow of cash into the household, (2) 
the state can soften the impact of taxes levied on unrealized capital gains, and (3) the 
dramatic increase in taxes that often follows in the wake of a mass property reassessments 
can be lessened. 
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KANSAS 



Full State Control Out of Control: 

School Finance in Kansas in the 1990s 

Bruce Baker 
University of Kansas 

Introduction 

Kansas school finance since the 1 992 implementation of the School District 
Finance/Quality Performance Accreditation Act has been plagued by three key issues: 

Issue 1 : Chronic under-funding of the state’s foundation aid per pupil 

Issue 2: Tax cuts and eroding taxpayer equity 

Issue 3: Political erosion of a seemingly logical basic formula for achieving equity 

The analyses that follow detail how the Kansas legislature has (a) fallen as much as 28% 
behind estimates of desired spending since implementing the current funding formula in 1992 
(b) reduced statewide school property tax rates by 43% (from 35 to 20 mills) since 1996-97, 
leading to a 49% (range ratio change from 2.31 to 3.44) increase in tax rate disparities and (c) 
created a convoluted pupil weighting system that allows the legislature to return state aid 
dollars to the property wealthy districts that spent significantly more prior to litigation, 
continuing to disadvantage those districts that sued the state to begin with. Perhaps the most 
intriguing aspect of the analyses is that Kansas has created a system that by assessment of the 
data on district wealth characteristics and spending behavior alone resembles predominantly 
locally controlled systems. Yet, the Kansas legislature has managed to create these patterns 
within a framework of full state control. 

Historical Perspective 

Through 1991, four separate lawsuits accounting for 42 of the state’s 304 districts had 
piled up on the desk of Supreme Court justice Terry Bullock. As noted by Bullock “... each 
district wanted us to look at only one part of the plan for financing education in Kansas and 
to strike down just one small part which would, coincidentally, I’m sure, benefit only their 
particular district.” 1 Until this time, Kansas school districts were functioning under a 
chronically underfunded guaranteed tax base formula resulting in vast wealth-related 
disparities in fiscal resources. Preferring not to consider each of these limited suits 
individually, Bullock chose instead to consolidate the lawsuits into the case known as Mock 
v. Kansas and to organize the arguments of the plaintiffs into three sweeping constitutional 
claims: that the School District Equalization Act (SDEA) violated the education article of the 
Kansas constitution, that SDEA violated the equal protection clauses of the Kansas and 
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Charles Berger, "Equity Without Adjudication: Kansas School Finance Reform and the 1992 School District 
Finance and Quality Performance Act," Journal of Law and Education 27 (1998): 2 

69 



65 



United States constitutions, and that the system of taxation used to fund SDEA violated the 
uniform laws clause of the Kansas constitution. 2 

Rather than pursue a lengthy trial, Bullock orchestrated a settlement via a “finance 
summit” involving the parties involved in the suit, legislative leaders, the governor and 
outside consultants. In conjunction with the summit, Bullock issued an opinion titled 
“Opinion of the Court on Questions of Law Presented in Advance of Trial.” The opinion 
provided an outline both to the legislature and to the public at large of the constitutional 
requirements for the financing of education in Kansas. The main points of these 
requirements are: (1) that the state (as opposed to local school districts) has an obligation 
under its constitution owed directly to each child to provide the child with an education; (2) 
that the education provided to each child must be at least minimal ly adequate; (3) that each 
child must receive an educational opportunity equal to that given to every other child in the 
state; (4) that it is educational opportunity and not necessarily spending that is to be 
equalized, and, therefore, (5) that any disparities in per pupil funding and expenditures must 
be justified by a “rational education explanation.” 3 

Current Formula - SDF/QPA 

In response to Bullock’s request, the legislature, in conjunction with the state 
department of education and external consultants created the School District Finance and 
Quality Performance Act of 1992. The School District Finance Act essentially involved a full 
state takeover of education funding. The two-tier formula involved a statewide base property 
tax rate of 32 mills (applied to 1 1 .5% assessed valuation) to raise revenues toward funding a 
uniform first tier foundation level of $3,600 per weighted pupil. It was planned that the mill 
levy would be increased to 35 mills over the following few years, and it was by 1993 - 94. 
The second tier, referred to as the Local Option Budget (LOB), perceived by some as a 
political concession to wealthy suburban districts surrounding Kansas City, was designed as 
a guaranteed tax base formula with the guaranteed wealth set at the 75%ile district level. 
Second tier revenues were capped at a 25% increase to the general fund budget, or the $3,600 
per weighted pupil. Like other state funding formulas, a variety of adjustments/weightings 
were applied to compensate for differing numbers of bilingual, at-risk and vocational 
students and to compensate for varying economies of scale. These weightings will be 
discussed later in more detail. 

Condition and Outcomes of the Formula 

Issue 1 : Chronic Under-funding 

In the fall of 1999, the state legislature announced that they had come up quite short 
on their revenue projections for the current fiscal year. Questions remain as to whether the 
shortfall is a result of mismanagement, including lost income tax returns (accidentally 
shredded) in the revenue department, or simply a result of inaccurate estimates and years of 
legislative preference for tax cuts over spending increases. What does this mean for public 

2 Mock v. Kansas. No. 91-CV-1009 (Shawnee County Dist. Ct. 1991), at 2. 

3 Mock v. Kansas, at 20-23. 
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schools in Kansas? The present recommendation is for a $31 per pupil reduction in general 
state aid for the current school year. 

Kansas certainly does not own exclusive rights to this type of dilemma. Yet, given 
the structure of the Kansas funding formula, state revenue shortfalls are particularly 
problematic. Within a usual foundation aid program or even tax base equalization program, 
districts would still retain the right to make up their losses with increased local taxes. Yet, in 
Kansas, districts are only afforded the opportunity to increase their base aid by an additional 
25%. What happens if, over time, the state falls more than 25% behind what would be 
considered adequate levels of spending? Though equity is indeed a noble goal, one might 
question the ethics of achieving statistical equity of dollar inputs to education by disallowing 
districts to attain adequacy. 

Kansas Foundation Aid per Weighted* Pupil 

Table 1 shows that the current year dilemma is not out of line with a n n u al legislative 
practice since the implementation of SDF/QPA in 1992. In fact, the current year dilemma is 
problematic largely as a result of the legislature falling farther and farther behind on target 
spending each year of SDF/QPA. 



Table I s 



Year 


Actual 


National 

Adj 

(CPI) (a) 


KS 

%Under 


Regional 

Adjusted 

(CPI) (a) 


KS 

%Under 


Education 

Spending 

Adjusted^ 


KS 

%Under 


1992 

1993 


$3,600 

$3,600 


$3,708 


3% 


$3,702 


3% 


$3,708 


3% 


1994 


$3,600 


$3,819 


6% 


$3,807 


6% 


$3,830 


6% 


1995 


$3,626 


$3,917 


8% 


$3,895 


7% 


$3,976 


10% 


1996 


$3,648 


$4,028 


10% 


$4,005 


10% 


$4,145 


14% 


1997 


$3,670 


$4,146 


13% 


$4,179 


14% 


$4,356 


19% 


1998 


$3,720 


$4,242 


14% 


$4,294 


15% 


$4,580 


23% 


1999 


$3,770 


$4,308 


14% 


$4,350 


15% 


$4,776 


27% 


1999 * 


$3,739 


$4,308 


15% 


$4,350 


16% 


$4,776 


28% 



(b) EdSoT^i^Adjusted is based on the average rates of change ofNationallya^egat^data on per 
ounil expenditures (not average level of national per pupil spending which is considerably higher). 
Averagerates ofctinge were computed from William Hussar and Debra Genld-Projecitons of Education 
Statistics to 2009. National Center for Education Statistics (Washington, DC: U.S. Department of 



4 Weighted Pupils as described in the formula overview. To be dissected in detail in later sections. 

5 A questionably fair aspect of this comparison is that the base state aid per weighted pupil in Kansas does not 
truly represent per pupil mending. As will be seen in following sections, per actual pupil spending m Kansas is 
higher than per^re^toedp^ilqpmding. Yet the above tabiedoes reasonably refle^e extent to which 
Kansas is keeping pace (rate of change) with cost of living and education spending estimates. 
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